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APARTHEID AND THE SIEGE. ‘ECONOMY 


BY JOHN MARVIN 


ELECTRONICS — PHASE OF ACTION 


BY J. D. COWEN 


MONEY SUBSTITUTES AND MONETARY POLICY 


BY A. LAMFALUSSY 


AUSTRALIA’S DEAR MONEY EXPERIMENT 
BANKS AND BUSINESSMEN IN THE COURTS 





JANUARY 1961 + THREE SHILLINGS 














The sturdy growth of this old- 
established Society reflects a sound 
policy, vigorously interpreted by 
first-class administration. Suchi‘a 
record gives one confidence. 


Write or call for free booklet, “ Savings 
Sor Security.” 


HASTINGS and TFHANET 


Building Seciety 








® Established over 100 years 

® Deposits are Trustee Investments 
© Member of the Building Societies 
Association 


Registered Office : 


99 Baker St., London, W.1 


Telephone WELbeck 0028 


Branches and Agencies throughout 
the country. 





























BANCO BORGES 
& IRMAO S.A.R.L. 


Established 1884 
OPORTO 





LISBON 





Capital and Reserves Ese. 141.500.000.00 









Branches and Correspondents 
in all 
principal cities of the country 






Correspondent in Rio de Janeiro: 
BANCO BORGES 








ALL BANKING TRANSACTIONS 
THROUGHOUT THE WORLD 


Telegrams : BORGIRMAO 











BANK OF CYPRUS 





HBAD OFFICE: 


NICOSIA 


Telegrams for’Head Office’and olfBranches: **KYPRIAKI"’ 
Branches: Famagusta, Larnaca, Limassol, 
hes, Kyrenia, Morphou, Lefka 
During the Summer also at: 
Prodromos and Platres 


Correspondents in the principal 
cities of the world 


Offers complete Banking 
Service for your business in 
Cyprus 
ASSOCIATED BANK IN LONDON 
BANK OF CYPRUS (LONDON) LTD. 


212 Shaftesbury Avenue, W.C.2 
Tel. No. COVent Garden 1142 


ASSOCIATED COMPANIES IN CYPRUS 


MORTGAGE BANK OF CYPRUS LTD. 
GENERAL INSURANCE CO. OF CYPRUS LTD. 

KERMIA COMPANY LTD. 
DOMINION INDUSTRIES LTD. 
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Industrial and Commercial 


Finance Corporation 
Limited 


The Joint-Stock Banks set up the 
Corporation in 1945 to provide long-period 
loans on fixed terms, and share capital, 
to businesses with no ready access 
to the capital market 
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ICFC’s facilities are thus supplementary 
to those of the Banks 


The booklet ‘Capital for Business’ 
will be sent on request 
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HEAD OFFICE 

7 Drapers’ Gardens, London EC2 
National 8621/5 

and branches in industrial centres 
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BANKERS 





offer a complete banking service for 
any business in Western Germany 








Cables: BANKSUELTZ Telex: 02-11904 
02-12218 


Telephone: 32 23 86 Code: Peterson’s 4th Ed. 













Established 1848 


GOTEBORGS BANK 


- experts concerning import 
and export problems 


Our Head Office in Gothenburg — the lar- 
gest port in Sweden — and our network of 
114 branches in Stockholm and throughout 
the country is at your service for all your 
banking transactions in Sweden. 
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DIVIDEND NOW IS 


31% 


33% is the dividend allowed on shares—income 
tax paid by the Society giving the gross equivalent 
of £6.2. 4 per annum. 


£8,000,000 


£8,000,000 is the sum representing the assets of 
the Society. Reserves are 


£400,000 
THE 


CITY OF LONDON 





KLEINWORT, 
SONS & CO. LTD. 





BANKERS 


Established Cuba 1792 and 
London 1830 
ACCEPTANCE CREDITS 
FOREIGN EXCHANGE 
CAPITAL ISSUES 





20 FENCHURCH ST., LONDON, E.C.3 
and LIVERPOOL 











BUILDING SOCIETY niin nee Liverpool Central 
34 LONDON WALL, E.C.2. MONarch 2525'6/7 
Member of the Building Societies Association 
Deposits in the Society are Trustee Investments VWI y : mie : a 








In PERU we are at your service 


BANCO WIESE LTDO. 
APARTADO NO. 1235 
LIMA, PERU 

COMPLETE BANKING SERVICE 

FOREIGN EXCHANGE 

COLLECTION OF DOCUMENTARY BILLS 

COMMERCIAL LETTERS OF CREDIT 

COMMERCIAL INFORMATION CAPITAL AND RESERVES S/.80,012,695 








The MUSLIM COMMERCIAL BANK 


LIMITED 


(ESTABLISHED 1948) 
HEAD OFFICE: Chairman: 


KARACHI A. W. ADAMJEE, Esq. 
49 BRANCHES THROUGHOUT EAST AND WEST PAKISTAN 


The Bank is fully equipped to advise on and deal with all transactions relating 
to the trade and industry of Pakistan and would welcome enquiries from those 
interested in establishing business relations. 


LONDON AGENTS_~ - WESTMINSTER BANK LIMITED 
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Facilities for the finance of imports, exports and local purciases of goods 
Deposit Accounts opened. Dealings in all foreign currencies, 
Specialist advice and preparation of schemes for capital reorganisations. 


Management and supervision: of private and institutional investments. 
Customers’ securities kept in safe custody. 


Registration and other services available to public and private Companies. 
Executorship and Trustee business undertaken, 


Directors: ° 

> Benelé f iL Prain, O. B.E. (Gasman), DI R. Colville, E. Dervichian Cabin. | K. Douglass,C 8 EL U.S.A.) 
ubb, C. Kirkpatrick, The R Hon. the Viscount Malvern, C.H., K.C.M.G., M. Menzts, 

i. R. y Brinadioe M. A. W. p «Be wg C.B.E. 


General Manager: S.J. Davies. 


BAKER AVENUE SALISBURY 5S. RHODESIA 
Telephone: 27611/2 P.O. Box: 3200 Telegrams: ‘‘ Merbank”’ 
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She is a Spastic. Fate weighed 

heavily against her at birth, for the 
muscle-controlling part of her brain was 
damaged. Love, care and the skilled 
training provided by the National 
Spastics Society can turn the scales 

to enable her to live a worthwhile and 
rewarding life. 

Will you help us to help these children 
to live full and happy lives, and remember 
the National Spastics Society when 
advising your clients on charitable 
legacies. 


Loving care costs money. 


“3:  Spastics need the help of Bankers now! 


The National Spastics Society, 28 Fitzroy Square, London, W.1. EUSton 5651 








BANK OF CEYLON 


The Bank of Ceylon, established as a State-aided bank by the Govern- 
ment of Ceylon, has played an important part in the development and 
progress of the Dominion. With wide local experience, a network 
of branches in the Island, a fully-equipped Foreign Department, a 
London Office and correspondents throughout the world, the Bank 
can confidently place its services at the dispusal of bankers and merchants who wish 





to do business with Ceylon. 
Regd. Head Office: Central Office: London Office: 
STOL ST., COLOMBO BANK of CEYLON BUILDING 48-54 MOORGATE, 
_ oe LONDON, E.C.2 
! YORK S » COLOMBO Savings Department: 
Foreign Department: City Offi = . 
ity ce: 35 mea — 


YORK STREET, COLOMBO 41 BRISTOL ST., COLOMBO 
Branches: COLOMBO:—GASWORKS STREET (PETTAH); MAIN STREET CPETTAN): PRINCE 
STREET (FORT); and HULFTSDORP. 
AMPARAI, ANURADHAPURA, BADULLA, BATTICALOA, CHILAW, GALLE, 
JAFFNA, KALUTARA, KANDY, KEGALLE, KURUNEGALA, MATARA. 
MORATUWA, NEGOMBO, NUWARA, ELIYA, PANADURA, POINT PEDRO. 
RATNAPURA, TRINCOMALEE and WELLAWATTE. 
Pay Offices: TALAIMANNAR PIER, gry 4 ee AIRPORT, COLOMBO PASSENGER 
TERMINAL, RATMALANA AIRPOR 


Outstation: 











PERU’s Oldest National Commercial Bank 


ESTABLISHED: 1889 


BANCO DE CREDITO DEL PERU 


Head Office: LIMA 


We place at your disposal a complete banking service through the 
network of 120 Branches and City Branches all over the Country. 


Our well organized FOREIGN DEPARTMENT has an experienced staff fully 
versed in English and other languages, and will gladly take care of your problems. 


Your enquiries are cordially invited 








Capital: S/.100,000,000.00 Reserves: S/.103,640,073.61 


YOUR BANK 
IN FINLAND 


Our experienced officers and staff are at your disposal in establish- 
ing anywhere in Finland such contacts as your interests demand. 
The prompt and efficient execution of your banking transactions 
is assured if you avail yourself of our experience and facilities. 


Branches all over Head Office: Helsinki Cables: Unitas 


the country Telex: General 12-407 Unitas 
* Arbitrage 12-525 Unitaforex 


POHJOISMAIDEN YHDYSPANKKI 











NORDISKA FORENINGSBANKEN 
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Hambros Bank 





LIMITED 


Merchant Bankers 


IE STABLISIIED 1839 


Acceptance Credits * Investment * Bullion Dealing 
Commodity Markets - Foreign Exchange 


HEAD OFFICE: 41 Bishopsgate, London, E.C.z 
WEST END BRANCH: 67 Pall Mall, London, S.W.1 
HOLBORN BRANCH: 1 Charterhouse Street, London, E.C.1 
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Chubb Bay-type Bank Window Counter finished in stainless steel 


Planned for either motorists or customers on foot, these 
new Bank Window Counters reflect the regard for 
detail which 140 years of continuous advances in 
security have ingrained in Chubb. Please write to us 
about your bank window counter problem. 


CHUBB &€ SON'S LOCK AND SAFE COMPANY LIMITED 
IIQ CANNON STREET, LONDON E.C.4. TELEPHONE: MINCING LANE 9033-5 


The 
BRITISH BANK 
OF THE 


MIDDLE EAST 


Incorporated by Royal Charter 1889 





HEAD OFFICE: 7 KING WILLIAM STREET. LONDON, E.C.4 
Mansion House 2643 (6 lines) 
CAPITAL and PUBLISHED RESERVES 


£4,473,000 


Chairman: SIR DALLAS BERNARD, Bart. Deputy Chairman: G. C. R. ELEY, C.B.B. 
General Manager: H. MUSKER, 0.B.E., M.C. 
BRANCHES IN ADEN -: INDIA «- IRAQ -: JORDAN 
LEBANON - LIBYA - SAUDI ARABIA - THE UNITED ARAB 
REPUBLIC, SYRIAN REGION - TUNISIA - KUWAIT 


BAHRAIN - DOHA - DUBAI - SHARJAH - MUSCAT 
ABU DHABI 


ASSOCIATED BANK IN IRAN— 
THE BANK OF IRAN AND THE MIDDLE EAST 
Capital Rials 250,000,000. 
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WHY WORRY? 


. . . but he does—figures on the brain, nightmares 
—-what a way to sleep! 

The simple remedy . . . give him the OMAL 
treatment for the complete cure. 


A range of machines 









to tackle every arith- 
metical problem, un- 
ravelling the complex 
speeding the tedious. 


WHY WORRY? 


HAMANN 500 Calculator — 
£245.0.0d. 


— 


CLARY 109 Electric Add/Lister— 
£94.10.0d. 


Office Machinery Ltd., 
Omal House, 169 Tottenham Court Rd., 
London, W.1. Tel: EUSton 6821 











The advice 
of the City 
is freely 
available 








As an issuing house, The 
Charterhouse Finance 
Corporation Limited 
deals with all problems 
of capital raising and reconstruc- 
tion that may affect existing public 
companies and those considering 
a Stock Exchange quotation. 

As a member of The Charterhouse 
Group, it can make available the 
advice and range of services offered 
by its associated companies in the 
Group. 





THE 


CHARTERHOUSE 


FINANCE CORPORATION LIMITED 


30 ST. SWITHIN’S LANE, LONDON, E.C.4 
A MEMBER OF THE CHARTERHOUSE GROUP 


TGA CG7A 














SZUAUUEUEDUEDUUDUODORUENUAEGOUEAOUAOAOGUOOEAEAOEUOGOOAOE AAU AOAAAEEORAU TENET 
= Finance Preganty PITMAN BOOKS 
Pg a 
$ 0; : THE SUBSTANCE OF ECONOMICS 
%. owt” H. A. Silverman. Fifteenth edition. Deals 
straightforwardly with the elements of economic 
e theory and its practical and social implications. ‘‘ Has 
(r anlei h Gr Ou already established a reputation both for generai 
g p reading and examination purposes . . . a good sound 
textbook.”” Bankers Magazine. 20s. 
LIMITED 
: JONES’S STUDIES IN 





PRACTICAL BANKING 


J. M. Holden, LL.B., Ph.D., etc. The new fifth edition 
of this introductory work for students. The chapters on 
‘Payment of Cheques”’ and “‘Collection of Cheques’’ 
have been revised and a new chapter, ‘‘The Mocatta 
Report and the Cheques Act 1957", has been added—. 
thus bringing the book in line with the latest 
legislation. 25s. net. 


Cranleigh House, 


109, Princess St., Manchester, l. 


Telephone: CENtral 9661 (10 lines) 
Telex: 66-280 





DICTIONARY OF BANKING 
(THOMSON) 
R. W. Jones. Tenth edition. The standard bankers’ 


reference book, this well-known work covers the whole 
of banking law and practice. 63s. net. 


London office at 
CRANLEIGH HOUSE, 
3, ST. MICHAEL’S ALLEY, E.C.3 


Insurance Hire Purchase 
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KEEP IN TOUCH WITH 
JAPAN 


THROUGH 


™ EFUSIT BANK ta. 


(Established in [880 ) 


PAID UP CAPITAL YEN 11,000,000,000 


188 BRANCHES, LOCATED IN KEY CITIES THROUGHOUT JAPAN 


LONDON BRANCH: 
SALISBURY HOUSE, FINSBURY CIRCUS, LONDON, €E.C.2. 
P.O. Box No. 547 Telex No. 28375 Tel. No. NAT 0601-5 


HEAD OFFICE: 1- CHOME, OTEMACHI, CHIYODA - KU, TOKYO 
NEW YORK AGENCY: 42, BROADWAY, NEW YORK, U.S.A. 
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BANCO - POPIVEVES = ©6- ALLAN HEC 


HEAD OFFICE: OPORTO We place at your disposal a network of over 
_ CENTRAL OFFICE: LISBON | 40 Branches all over the country 














Frankfurter Bank 
FRANKFURT/MAIN GERMANY 
Established 1854 





Cables: Frankfurterbank Telex: 041/226, 041/235, 041/1026 


Phone: 20 491 Code: Peterson International Code, Third Edition (‘‘Petco’’) 
and Fourth Edition (“‘P4’’) 




















BANCO DI NAPOLI 


A CHARTERED PUBLIC BANK, ESTABLISHED IN 1539 


Capital Funds and Reserves : 19,026,803,676 Lire 
Industrial Credit special Reserve:  8,400,000,000 Lire 


The Oldest Existing Bank More than 400 Branches 
in the World throughout Italy 
Branches Abroad : 
Asmara, Buenos Aires, Chisimaio, Mogadiscio, New York, Tripoli 
Representative Offices Abroad : 
London, New York, Ziirich, Paris, Bruxelles, Frankfurt a/M, Sao Paulo (Brazil) 


CORRESPONDENTS THROUGHOUT THE WORLD 
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| a, in — 
B A N K Limited Liability) Vie i fe SB UILDING OSOCIETY 









PAID-UP CAPITAL-£5,000,000 bye! Pi, ATE: 
Branches throughout 
ON PAID UP 
TURKEY, CYPRUS, IRAQ, ait 
JORDAN, SUDAN 5% | 
and at . 
Doha (Qatar) me ad 
Also in on 
| KENYA Y wr DEPOSITS 
een DEPOSIT DEPARTMENT HAS TRUSTEE STATUS 
UGANDA INCOME TAX ON INTEREST PAID BY THE SOCIETY 
SOUTHERN RHODESIA TE COMPOUNDED TWICE YEARLY > AND 
ASSETS over £88,000,000 
LONDON 18/22, Abchurch Lane, E.C.4 RESERVES exceed £5,500,000 
peers home ni arta MARKET STREET, BRADFORD | ALBION STREET, LEEDS 1 
CASABLANCA GENEVA MARSEILLES weg er ed 














MEMBER OF THE BUILDING SOCIETIES ASSOCIATION 
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“SouTH AFRICA LiMiTED 








800 offices and agencies 
throughout South, Central 


and East Africa. - — =: 
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ASSETS - £475,380,000 
RESERVES- -£15,900,000 
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HANG SENG BANK LIMITED 


161-167 QUEEN’S ROAD CENTRAL . HONGKONG 


Kowloon Branch: Alhambra Building, Nathan Road, Kow‘oon, Hongkong 
Mongkok Branch: 727 Nathan Road, Kowloon, Hongkong 


Over a Quarter of a Century of Banking Service 
in Hongkong and the Far East 
Chairman of the Board: S. H. HO Established in 1933 


General Manager: HO TIM ; 
Manager: Q. W. LEE Telegraphic Address: ‘‘ HASEBA”’ 
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A BANK TO CONSULT = 
ON YOUR BUSINESS WITH JAPAN % 
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REA BROTHERS 
LIMITED 


Bankers 
EST. 1919 
KING’S HOUSE, 36-37 KING STREET 
LONDON, E.C.2 


Telegrams: WALSA, LONDON Telex: 28480 
Telephones: MONARCH 4033 25166 (Foreign Exchange) 









































THE RAFIDAIN BANK 


(Incorporated in Iraq with limited liability) 


STATE BANK OF IRAQ 
HEAD OFFICE: BAGHDAD, IRAQ 


Authorised Capital ID 5,000,000 - Paid Up Capital ID 4,540,140 
Total Assets Exceed ID 58,000,000 








The Rafidain Bank, with its network of Branches in the Middle East, is in 
a unique position to supply up-to-date information on business conditions 
in the area. 

Its London Branch will be pleased to place complete banking services at 
the disposal of those interested and to provide guidance on trading 
conditions in these fast developing markets. Enquiries and applications 
for all types of banking facilities will be welcomed. 


LONDON BRANCH: 13 & 14 KING STREET, E.C.2 
Telephone: Monarch 7437 . Telegrams: RAFIDBANKO 


Branches throughout Iraq and in Syria, the Lebanon and Jordan 
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HENRY 


ANSBACHER 


AND COMPANY 
117 BISHOPSGATE LONDON EC2 


Telephone AVENUE 1030 Telex LONDON 28521 


BANKERS 


ACCEPTANCE CREDITS 
IMPORT—EXPORT FINANCE 
FOREIGN EXCHANGE 
INVESTMENT 


BANCO VENEZOLANO DE CREDITO 
Sociedad Andénima CARACAS VENEZUELA 


Founded in 1925 — Cable Address: VENECREDIT _ Codes: Peterson 3rd and 4th Intl. 
Capital: Bs 42.000.000.00 - Reserves and Surplus: Bs 27.209.584.73 


MAIN OFFICE: Sur 2 No. 7 


EASTERN BRANCH: (Caracas): Avda. Abraham Lincoln 180; WESTERN BRANCH: (Caracas): 

Avda. Espafia 29 (Catia); SAN MARTIN BRANCH: (Caracas): Avda. San Martin and Calle 

Nueva; NUEVA GRANADA BRANCH: (Caracas): Avda. Nueva Granada and Avda. Luisa 
Caceres de Arismendi. 


AFFILIATED BANKS: BANCO DE CARABOBO, Valencia, Maracay, Puerto Cabello, 
Acarigua, Coro, Punto Fijo and Villa de Cura, Venezuela. BANCO DE LARA, Barquisimeto 
and Carora, Venezuela. 

ALL COMMERCIAL BANKING OPERATIONS CORRESPONDENTS ALL OVER THE WORLD 























COMPLETE BANKING FACILITIES FOR TRADE 
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FANSHAWV goes one better when 
assessing the market 


Fanshaw is an enthusiast. He loves his work. 
He’s a Bank of New South Wales man 
through and through. 

Specialised information wanted for a client? 
Fanshaw will find it (backed by the wide- 
spread organisation of the Bank of New 
South Wales, of course). Get it at the source, 
that’s Fanshaw. That’s us too, for that 
matter. We believe in giving our clients all 
the help we can whenever they need it. 
Fanshaw? He’s the spirit of the Bank of New 
South Wales. 
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Bank of 


New South Wales 


Main London Office: 29 Threadneedle 
Street, E.C.2. 
Head Office: Sydney, Australia. 
(Incorporated in Australia with limited 
hability) 


Peamanwranweneanw an «= 


ALL OVER AUSTRALIA AND NEW ZEALAND 








DO YOU TRADE WITH... 





BELGIUM FRANCE 
LUXEMBOURG PORTUGAL 
HOLLAND SWITZERLAND 
ARGENTINE U.S.A. 
URUGUAY BRAZIL 
EGYPT CONGO 
LEBANON HONG KONG 


WE HAVE ASSOCIATED BANKS IN ALL THESE COUNTRIES 
AND CAN GIVE YOU SPEEDY INFORMATION AND SERVICE 


BANQUE BELGE LIMITED 


(BELGIAN BANK LIMITED) 
4BISHOPSGATE, LONDON, E.C.2 











JOH. BERENBERG, GOSSLER & CO. 


Founded 1590 


BANKERS 








HAMBURG II Alter Wall 32 

Telex: 02 14661 Foreign Exchange Department and Documentary Department. Phone: 32 12 66 
02 14574 Securities Department and Stock Exchange Department. Cables: berenberg 
02 11736 All Other Departments. Codes: Peterson 








Banking business in Switzerland ? 


The BANQUE POPULAIRE SUISSE 


— one of the leading Swiss banks —_ 


will be pleased to serve you and your customers 








70 branches all over the country; Head Office in Berne 


Capital and Reserve Funds Sw. Frc. 143 Millions 


























Guides for your 





travelling customers 


If any of your customers are going to visit Australia 
or New Zealand, vou can render an additional service 
by giving them the relative A.N.Z. Bank Guides. 
These convenientiy-sized publications deal indivi- 
dually with many of the principal cities* and each 
contains (in addition to maps and street plans) infor- 
mation which your customers cannot fail to find 
helpful. You can obtain supplies of all A.N.Z. Bank 
Guides to Australia and New Zealand on request. 


™“ 


71, CORNHILL, LONDON, E.C.3. TELEPHON:: AVENUE 1281 
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* SYDNEY 
MELBOURNE 
/,DELAIDE 
PERTH 
BRISBANE 
TASMANIA 
CANBERRA 
WELLINGTON 
AUCKLAND 
CHRISTCHURCH 
DUNEDIN 








Over 850 Branches and Agencies 
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~ + a connecting link to the German market 





Germany's outstanding paper 
for industry, trade and finance 


holds a unique position within the German press. As 
the newspaper of German industry which voices the 
opinion of employers, it stands for free and 
independent enterprise against all tendencies of 
nationalization in economic policy and practice. 


As a commercial paper INDUSTRIEKURIER 
presents a clear picture of the German economy and 
industrial production and regularly publishes com- 
prehensive analyses of the financial statements of 
reputed German and foreign joint-stock companies. 
As official journal of the Diisseldorf Stock Exchange 
INDUSTRIEKURIER carries the balagce-sheets 
and annual reports of such companies. 


For information on the German market and full 
coverage of management and senior personnel in 
Germany, INDUSTRIEKURIER is a “‘must”’. 


For specimen copies and advertising rates please 
apply to: 


Becker & Wrietzner- Verlag 
Diisseldorf (Germany), Pressehaus 


Martin-Luther-Platz - Phone 10631 
Telex: 0858 2319 























Put your 
TRUST in 


the Woolwich 


The Woolwich Equitable Building Society has been 
designated by the Registrar of Building Societies 
as one which affords Trustee Status on Deposit 
Accounts up to £5,000. The rate of interest 
on these accounts is 34% p.a. income tax paid. 

Woolwich Share Accounts, also, provide security 
for all investors, including Trustees suitably 
empowered. The rate of interest on these accounts 
is 34% p.a. income tax paid. 

The Society was established in 1847, and its 
assets exceed £180,000,000. It has over 40 branch 
offices and is represented in most towns through- 
out the country. For the nearest ‘Woolwich’ office 
—consult telephone directory. 


WOOLWICH EQUITABLE BUILDING SOCIETY 
CHIEF OFFICE: Equitable House, London, S.E.18. 
GENERAL MANAGER: ALEXANDER MEIKLE, C.A. 


Member of The Building aN Societies Association 
arg 
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THE ROYAL BANK Over 200 Years 


OF SCOTLAND | 

| ) _ of Progress and 
THE ROYAL BANK oe 
OF SCOTLAND Expansion. 


THE ROYAL BANK 
OF SCOTLAND 


— THE ROYAL BANK 
OF SCOTLAND 














Associate Banks: Incorporated by Royal Charter 1727 
GLYN, MILLS & CO. HEAD OFFICE: ST. ANDREW SQUARE, EDINBURGH 
Lenten Chief London City Office—3 BISHOPSGATE, E.C.2 
WILLIAMS DEACON’S Other Offices in London 
BANK LTD. 64 Brompton Road, S.W.3 44-45 Fenchurch Street, E.C.3 
Manchester, London Burlington Gardens, W.| 97 New Bond Street, W.! 
and branches 49 Charing Cross, S.W.|! 8 West Smithfield, E.C.1 














CROSSROADS 


LAT. 32° N. — LONG. 65° W. 


Bermuda in its unique geographical position at 
the crossroads of the Atlantic can form a useful 
link in the business activities between America 
and Europe—Canada and the West Indies. 


Our Trustee Department offers a full range of 
Trust services and enjoys correspondence with 
leading financial institutions in Great Britain 
and throughout the Commonwealth. 


May we send you details of some of the 
advantages of planning your affairs with 
Bermuda in mind. 


THE BANK OF 


N. t “BUTTERFIELD & SON. 


Bermuda’s Oldest Bank 
HAMILTON & ST. GEORGE'S IN BERMUDA 
“Over a Century of Service’”’ 
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THE 
ROYAL BANK OF CANADA 


(Incorporated in Canada in 1869 with Limited Liability) 


Over 1,000 Branches in Canada, the Caribbean area 
and South America 


Assets Exceed $4,000,000,000 





LONDON 


Main London Branch: 6 Lothbury, E.C.2. B. Strath, Manager 
West End Branch: 2-4 Cockspur Street, S.W.1. R. B. Murray, Manager 
Head Office: Montreal. Offices in New York and Paris 











SINGER & FRIEDLANDER 


LIMITED 


MERCHANT BANKERS 


Investment °* Capital Issues ° Commercial Credits 


55 BISHOPSGATE ;: LONDON, E.C.2 
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SALE & CO. 


LONDON 


BANKERS 


AGENTS IN ALL 
THROUGHOUT 


PRINCIPAL 


COUNTRIES 


THE WORLD 


NORTHGATE HOUSE, MOORGATE, E.C.2. 


MONARCH 5947 


SALBANK, LONDON 


INTERNATIONAL TELEX 28228 


$O0S000000000000000000000000 


As a matter of interest 


Walthamstow 
BUILDING SOCIETY 
offer you these attractive rates 
ORDINARY SHARES: 33% 
SAVINGS ACCOUNTS: 41% 


Income tax 
paid by the Society 


TOTAL ASSETS EXCEED £4,000,000 
Established 1877 








Full details from the Secretary 
223/5 Hoe Street, London, E.17 
Telephone : Coppermill 7206/7 


Member of the Building Societies Association 
Deposits in this Society are Trustee Investments 


FOS ODOEE OOO OE EHS G SHHOHEOE DOB 





LEGACIES 


THE ATTENTION OF LEGAL ADVISERS 
IS EARNESTLY REQUESTED BY THE 


DISTRESSED 
GENTLEFOLK’S 
AID ASSOGIATION 


(Established 1897) 
Patron: Her Majesty Queen Elizabeth, The Queen Mother 


WHO ARE IN CONSTANT NEED OF FUNDS 


to enable the committee to provide grants every 
year to some 2,500 old and invalid Gentlepeople, 
and to maintain other sick and chronic invalids, 
both in their own homes, and in the seven nurs- 
ing and residential homes provided by the 
Association. 


The Association depends upon voluntary sub- 


scriptions for the continuation of its work 


WE URGENTLY APPEAL FOR HELP 


Hon. Treasurer: Gordon Hope-Morley 
Vicarage Gate House, London, W.8 
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Chairman 
The Rt. Hon. Sir Oliver Franks, G.C.M.G., K.C.B., C.B.E. 


Deputy Chairman Vice- Chairmen 
Sir Jeremy Raisman, G.C.M.G., G.C.LE., K.C.S.1.. Harald Peake A. H. Ensor 


Chief General Manager 
E. J. N. Warburton 
Deputy Chief General_.4anagers 
K. L. Boyes H. B. Lawson, M.c. 


Joint General Managers 


P.T.D. Guyer L.F. Andrews C.H. Woolley G. M. Warry 


General Manager ( Administration) General Manager (Executor & Trustee) 
H. A. Beasley D. H. Turner 
General Manager (Organisation General Manager ( Overseas) 
C. B. Howland E, G. Woolgar 


LLOYDS BANK LIMITED 


71 LOMBARD STREET, LONDON, E.C.3 
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BRITISH AND FRENCH BANK 


LIMITED 


Capital Authorised and Fully Paid £1,000,000 
General Reserve £200,000 


LONDON 
IMRIE HOUSE, 33/36 KING WILLIAM STREET, E.C.4 
TELEPHONE : MANSION HOUSE 5678 
NIGERIA 


BRANCHES AT LAGOS (2), APAPA, EBUTE METTA, 
IKEJA, IBADAN, KADUNA, KANO, PORT HARCOURT 





Affiliate of : 
BANQUE NATIONALE POUR LE COMMERCE ET L’INDUSTRIE, PARIS 


Branches and Affiliates of this Group are also established throughout 


FRANCE, the Overseas Territories of the FRENCH COMMUNITY and in 
COLOMBIA, URUGUAY, MEXICO, PANAMA, LEBANON, SYRIA, 
HONG KONG, CAMBODIA, SOUTH VIETNAM and SWITZERLAND 


We invite your wiles in connection with your business with these territories 




















rq 








B.N.C.I 


SiS 


oo BY 
BANQUE NATIONALE 


POUR LE COMMERCE ET L’INDUSTRIE 
HEAD OFFICE: 2/16 BD DES ITALIENS, PARIS (IX’) 


The BANQUE NATIONALE POUR LE COMMERCE 

ET L’INDUSTRIE and its affiliates have 1,300 branches 

in Metropolitan France, the Overseas Territories of the 

French Community and Foreign Countries. All banking 

business transacted including the issue and negotiation 
of travellers’ cheques. 
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CREDIT FONCIER 
FF 
D’ALGERIE 


ET DE TUNISIE 


124 OFFICES IN ALGERIA including 
HASSI-MESSAOUD 


FIRST BANKING OFFICE 
IN THE SAHARA OILFIELD 


50 OFFICES in FRANCE, MOROCCO, TUNISIA, 
LIBYA, LEBANON, GIBRALTAR 


Subsidiaries: 


IN FRANCE: Societe de Banque du Nord. Lille 
IN TURKEY: Banque de Salonique 


Affiliated Bank: 


IN UNITED ARAB REPUBLIC (SYRIA): 
Banque de !’Orient Arabe 


ENQUIRIES INVITED FOR ALL BUSINESS IN 
THE ABOVE AREAS 


LONDON OFFICE: 62 BISHOPSGATE, E.C.2 


UNITED 
FRIENDLY 


INSURANCE COMPANY, 
LTD. 








LIFE, FIRE, BURGLARY, 
SICKNESS, PLATE GLASS, 
HOUSE PURCHASE, 
ENDOWMENT, Etc., Ete. 


42 Southwark Bridge Road, 
London. 
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Now... a man-on-the 


spot in LAGOS 


BANK OF 
AMERICA 


NATIONAL TRUST & SAVINGS 
ASSOCIATION 
Incorporated in U.S.A. with Limited Liability 


Bank of America has now opened a 
branch in Lagos, Nigeria. Located at 
132/136 Broad Street, the branch is 
staffed by international banking experts. 
Familiar with every aspect of local 
commerce, they can provide market re- 
ports, credit information, business con- 
tacts—whatever banking assistance you 
need. From Lagos to London, Buenos 
Aires to Beirut, we are on-the-spot to serve 
your interests—wherever they may be. 


LONDON BRANCH 27/29 Walbrook, E.C.4. 
WEST END BRANCH 29 Davies Street, W.1. 


MAIN OFFICES 
in the two Reserve Cities of California, 
San Francisco, Los Angeles 
Branches throughout California 
Overseas Branches: Manila, Tokyo, 
Yokohama, Kobé, Osaka, Bangkok, 
Guam, Okinawa, Lagos 
NEW YORK 
Bank of America (International) 
A wholly-owned subsidiary 


Guatemala City, Paris, Dusseldorf, Hong Kong, 
Singapore, Kuala Lumpur, Beirut 
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Thinking of Trade with 


CANADA? 


—— O53 6 a 


If so, you will find our booklet ‘your GUIDE TO BUSINESS IN 
CANADA’ a useful publication. 

Why not write for a copy to our Business Development 
Department at 47 Threadneedle Street, London, E.C.2. 





Canadas Finest Cank 
HEAD OFFICE: PLACE D’ARMES, MONTREAL 


MAIN LONDON OFFICE: 47 THREADNEEDLE STREET, E.C.2 
WEST END OFFICE: 9 WATERLOO PLACE, PALL MALL, S.W.1 


Over 800 Branches and Offices thro ughout Canada and Abroad 
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Then, you'll be interested in : 
what The Bank of Tokyo can : 
do for you. 3 



















*% LONDON OFFICE x 
Northgate House, 20/24 Moorgate, London, £.C.2 
England. Tel. METropolitan 1271-82 


x% OVERSEAS OFFICES x 
New York, San Francisco, Rio de Janeiro, Sao Paulo, 
Buenos Aires, London, Hamburg, Dusseldorf, 
Alexandria, Calcutta, Bombay, Karachi, Vientiane, 
Kuala Lumpur, Singapore, Hong Kong and 15 
Representative Offices in Other Countries 


x DOMESTIC OFFICES x 
Tokyo, Yokohama, Nagoya, Osaka, Kobe and Other 
Main Cities in Japan 


Just call on us at 


THE BANK OF TOKYO, LTD. 


HEAD OFFICE: TOKYO, JAPAN a lal 
ne Seasons mts 
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Incorporated in Canada in 1817 with Limited Liability \\ \ 
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| On the dearth of Immortals 


“O, King, live for ever!” the people cry. 





But under present imperfect arrangements even 
kings never quite manage to bring this off. 
The people’s chances aren’t too bright, either. 
Crown and sceptre, umbrella and briefcase, 


all have to be laid aside in time. 


—_ ‘Cen The analogy is not exact. National revenues, 
after all, go on. Private revenues are apt to 
dwindle and stop... Unless the breadwinner pauses in his 
breadwinning to think : to think ahead to the day when, incredibly 
but inevitably, someone else will be going through the papers in his 


writing desk, his deed box, his office drawer marked “ Private”. 





To find what ? With luck, a safeguard for the years to come. 


An assurance not only of income today, but capital tomorrow. 






The SAFEGUARD POLICY means continuing security 
for your dependants when you are no longer on 
hand to see to it. It means material 
| comfort for them in the future ; spiritual 

comfort for you in the present. And 
all for a small additional premium to either 


Endowment or Whole Life Assurance. 


: Special terms available to Bank Officers. 
| Full particulars, with illustrations of how the 
SAFEGUARD POLICY works, may be had from 


LEGAL & GENERAL 


ASSURANCE SOCIETY LIMITED 





CHIEF ADMINISTRATION: 188 FLEET STREET, LONDON, E.C.4 
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BANCO MIRANDA C.A. 


CARACAS — VENEZUELA 





Capital - - Bs. 40.000.000.00 





President: Dr. Felipe S. Casanova 
Vice-President: Dr. Fernando Azpirua C. 





ALL KINDS OF BANKING SERVICES 








BROWN, SHIPLEY & CO. LIMITED 


FOUNDED !810 


MERCHANT BANKERS 


All Banking and Trustee Services 


FOUNDERS COURT, LOTHBURY, LONDON, E.C.2 


Telephone No. MONarch 9833 
Telex. For. Ex. 28623 General 28605 
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SUN INSURANCE OFFICE LTD 
THE OLDEST INSURANCE 


63 THREADNEEDLE STREET, LONDON, €E.C.2 OFFICE IN THE WORLD 
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DEFENCE 








Defence Bonds 
@ Earn 5% interest per annum. 
@ Are repayable after only 7 years, at the rate of £108 
for every £100 invested. 
@ Earn this 3% bonus U.K. income tax free. 
@ Do not have income tax on interest earned deducted at source. 
@ May be cashed before maturity. 


IN SEVEN YEARS 


5% Defence Bonds yield the equivalent of 


£5.12.6 


per cent (gross) per annum if you pay 
tax at the present standard rate of 7/9 


NEW 5%, DEFENCE BONDS are on sale in £5 units 
and you can now hold £5,000 worth 


(exclusive of holdings of earlier issues) 


Full details can be had from your bank manager, stockbroker, or from 
your local Savings Committee, Post Office or Trustee Savings Bank. 


Issued by the National Savings Committee, London, S.W.7 
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CLYDESDALE & NORTH 


OF SCOTLAND BANK LIMITED 


SIR HAROLD E. YARROW, BARONET, G.B.E., LL.D., Chairman 








ROBERT D. FAIRBAIRN, General Manager 





342 BRANCHES FROM THE SOLWAY TO SHETLAND 
4 OFFICES IN LONDON 

















THE ROYAL EXCHANGE 
ASSURANCE Incorporated 1720 


The services of the Royal Exchange Assurance can 
always be relied upon with confidence. ‘They are 
comprehensive, up to date and backed by almost 250 
years experience. Special Life Assurance facilities are 





arvas secwanes ssheen 
HEAD GOFFICE: 
THE ROYAL EXCHANGE available for Bank Officials. 
LONDON 
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STOCKHOLMS ENSKILDA BANK 


ESTABLISHED 1856 


TELEGRAPHIC ADDRESS: NITTON — TELEX: 1100 
TELEPHONES: 22 1940 MANAGEMENT 221900 — POSTAL ADDRESS: STOCKHOLM 16 
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| The 
| Union Discount Company 
of London Ltd. 


(ESTABLISHED 1885) 


CAPITAL & RESERVE - _ £10,000,000 


TREASURY, BANK AND FIRST-CLASS TRADE BILLS DISCOUNTED 


39 CORNHILL, LONDON, E.C.3 
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For all Banking Transactions with the Middle East 


INTRA BANK, S.A. 


Authorised Capital L.L. 30,000,000 


Head Office: Beirut, Lebanon, P.O. Box 1524, Telephone 21010 
Telegraphic Address: “INTRABANK”’ for all Branches but ““BANKINTRA”’ for London Branch 
BRANCHES: 

Lebanon: Beirut, Ras Beirut, Beirut Airport, Beirut Lazarieh, 
Beirut Bourj Hammoud, Tripoli 

Syria (U.A.R.): Damascus, Aleppo, Latakia 

Iraq: Baghdad Samawal Street 

Jordan: Amman, Jerusalem, Hebron 

United Kingdom: London, S.W.1, Piccadilly House, 33-37 Regent St. 

Qatar: Doha 

AFFILIATED COMPANIES: 

Switzerland: Banque Intra, S.A., Geneve 

Lebanon: Arab Real Estate Bank, S.A.—Beirut 

ASSOCIATED COMPANIES: 


Syria (U.A.R.): Arab World Bank — Damascus, Homs, Aleppo 
Nigeria: Bank of the North Ltd. — Kano, Kaduna, Lagos, Jos 


CORRESPONDENTS THROUGHOUT THE WORLD 

















XXXili 





ee OLE UOUUEIUUCUUIEUUT ATU TTTTNN THT LES 


EYSQDUACUUTLEUONTELONTOUEUENY OATH OGUOA ETON NODA ATA 


OSLO - NORWAY - Telegrams: KREDITKASSEN 





Norway’s oldest Commercial Bank 


] - 
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GUINNESS, MAHON & CO. | | 





3 

MERCHANT BANKERS : 
ESTABLISHED 1836 ‘ 

53, CORNHILL, ‘ 
LONDON, E.C.3 : 





GUINNESS & MAHON 


17, COLLEGE GREEN, 
DUBLIN 








GUINNESS MAHON 
REPRESENTATION CO. INCORPORATED 


115, BROADWAY, NEW YORK 6, N.Y., U.S.A. 
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LLOYDS BANK LIMITED 


NATIONAL AND GRINDLAYS 
BANK LIMITED 


LWGTGLY, 


VINA 
¢ 





It is announced that, as from the Ist January 
1961, the business of the branches of 
Lloyds Bank Limited in India, Pakistan and 
Burma has been merged with and is being carried 
on by National and Grindlays Bank Limited. 
The interest of Lloyds Bank Limited 
in the banking business of the territories con- 


a 
5% 4044 


weltperger, 
? 


cerned is being continued through a substantial N 
shareholding in National and Grindlays Bank N 
Limited and by representation on their Board S 
of Directors. N 


National and Grindlays Bank Limited . 


(amalgamating National Bank of India Limited, Grindlays Bank Limited 
and the Eastern Branches of Lloyds Bank Limited) 


Head Office: 26 Bishopsgate, London, E.C.2 
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BUCKLEY & CO. 
1760 Saddleworth 
JOHN JONES & CO 
1770 Manchester 
1780 London House ' Manchester House 
JOS. JONES & CO. 
1790 J. &D. JONES &CO SAMUEL JONES & CO 
HARTLEY joNES, BARKER, JONES & CO. 
, CO. sntiane: eapiatiieaiieds wcth $ JONES, BARKER. JONES & CO. 
Whitehaven . , “¢# JONES, FOX & CO 
1800 JONES, LOYD, HULME & CO. j 
| GIBSON & WILSON 
JONES, 
810 | naar ieee LOYD & CO. 
| BROCKLEHURST & CO. 
JONES. Macclesfield 
er Liotp &£ GO 
1820 LANCASTER Stockport : 
BANKING CO. 
| : | MANUEETPE, STEREON 
| s aww . { ~ 
| } 5.3.ac6.acock “ADDtENOR 
1830 q4- BANKIN 
BANK OF & CO. Bursiem po a JOINT STOCK 
WHITEHAVEN NANTWICH & SOUTH $- BANK OF {BANKING CO. L 
sane ' rmanateicraiite CHESHIRE BANK STOCKPORT 
EES SEVERED 
tH LOYD, ENTWISLE$ 
1850 BURY & JERVIS 
veer 
Y 1860 BANK 
Z 
1870 were, 
atts SKING co. 
A A 
MANCHESTER & LIVERPOOL BANK O 
1880 L 9 DISTRICT BANKING CO. LTD. BOLTON LTD.| 
1890 | 
1900 
1910 
1920 
DISTRICT BANK LTD. : 
4 
1930 ‘1 
COUNTY BANK LTD 
1940 4 
1950 3 
¥ 
3 
1960 
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Oe every roll 


that I have finished and hardened myself. 
These were the words of Alfred Krupp in 1845. 
His forged and hardened rolls for flatting and 
minting bar silver have stood the test of time and 
were the foundation of the world-wide reputation 
the name of Krupp has since enjoyed. 


Forged and hardened rolls are still 
a speciality of our firm. 


Kon FRIED. KRUPP SCHMIEDE UND GIESSEREI - ESSEN 


U. K. Agents: J. M. J. Maus Ltd., 35 New Broad Street, London E. C. 2 
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MR DOUGLAS DILLON 


who has been chosen by Mr Kennedy as Secretary of The US Treasury 
in the new administration 






























REPRESENTATIONS IN 
FOREIGN COUNTRIES: 


FRANCE 
Dresdner Bank AG.. Representation de Pariq, 
20. rue de la Paix, Paris 2¢ 


SPAIN AND PORTUGAL 
Eimersnaus von ‘iaxthausen, 
Catte de Alcala 325, Madrid 


TURKEY, IRAQ, IRAN, KUWAIT 
Hans von Aulock, P.K.&24, Istanbul, 
Bahcekapi, Germania Han. 


OTHER NEAR EAST COUNTRIES 
Helmut Haeusgen, 33: Rue Kasr el Nil, 
Cairo, Immeuble Wahba 


SOUTH AMERICA 
Joint representations of the Dresdner Bank AG, 
and the Deutsch-Sidamerikanische Bank AG. in 
Argentina (Buenos Aires) 

Bolivia (La Paz) 

Brazil (Rio de Janeiro, Sao Paulo) 

Chile (Santiago) 
Colombia (Bogota) 
Mexico (Mexico City) 
Paraguay (Asuncion) 
Venezuela (Caracas) 


DRESDNER BANK 


Petrie GEeeiti st HAF! 
DUSSELDORF FRANKFURT aM. HAMBURG 





_ ik Berlin: 


BANK FUR HANDEL UND INDUSTRIE AG. 
AFFILIATION: DEUTSCH-SUDAMERIKANISCHE BANK AG. 
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A Financial Notebook 


Stockbuilding on the Turn? 


THE vulnerable consumer-goods sec- 
tor of the economy seems likely to 
slow down still further during the 
slack season early in the new year, 
yet the wider trends disclosed during 
the past month make the scope for 
any relaxations of policy narrower 
than ever. By far the most worrying 
of these trends is the gap in the 
external balance of payments. The 
estimates for the third quarter, de- 
tailed below, reached the worst 
expectations; and although there are 
signs that exports may have 
grounded, it would be unrealistic 
to expect in the early future any 
recovery sufficient to make much 
impression on the overall gap—not, 
at least, unless the American eco- 
nomy turns upwards sooner and 
more strongly than seems probable. 
The one prospect of early relief lies 
in the assumption that the long- 
predicted slackening of stock-build- 
ing must be about to show itself at 
last, and so retard the obstinately 
steep climb of imports. 

This particular hope has _ been 
disappointed repeatedly in 1960. The 
latest seasonally-corrected estimates 
of aggregate stock-building, those 
for the third quarter, showed indeed 
that the total increment, at £128 
millions, was only £21 millions 
below the exceptional accumulation 
recorded in the second quarter, 
bringing the accretion over the 
twelve months up to no less than 
£455 millions (compared with an 
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annual rate of f68 millions in 
1958-59 and £267 millions in 1957) 
—all these figures being in terms of 
1954 prices. The slackening in the 
latest quarter was wholly due, more- 
over, to a swing of retail trade into 
actual de-stocking (from plus {£32 
millions to minus {21 millions). 
The net addition to manufacturers’ 
stocks reached a new peak at {111 
millions, compared with £100 mil- 
lions, or the equivalent of 24 per 
cent. Of the total increase, roughly 
half was attributable to stocks of 
materials and fuel, chiefly in the 
engineering, textile and timber in- 
dustries (there is some pointer here 
to the extent of imported goods in- 
volved), and one-third was attri- 
butable to finished goods—mostly, 
as was to be expected, in the iron 
and steel and motor car industries. 


Still Fully Employed 

The likelihood that this abnormal 
rate of stock-building will soon give 
way significantly (if, indeed, it has 
not already begun to do so) implies, 
of course, not only some relief from 
the import pressure on the balance 
of payments but also, to an even 
greater extent, an easing of demand 
in the home economy. ‘To the extent 
that the slow-down takes the form 
of liquidation of stocks of finished 
goods piled up “ involuntarily ” 
through the sharp fall in demand, 
it will naturally impinge on the in- 
dustries already working below capa- 
city—but. their reduced rates of 


Ps 
oe 
0 








output may already be permitting 
some de-stocking. In some degree the 
movement may be expected to exert 
more pervasive effects, and thus to 
cushion in some measure the impact 
on the economy of the notable expan- 
sion of demand that is still taking 
place in private industry’s outlays on 
fixed capital investment. ‘This, in-~ 
deed, is the one sector of the 
economy that seems certain to ex- 
pand in 1961. The big expansive 
force in 1959, consumers’ expendi- 
ture, had stopped growing by the 
second quarter of 1960—the latest 
for which complete estimates are 
available—and subsequent partial 
data, including the retail trade figures 
for November, suggest that there 
may recently have been a slight 
down-turn in this sector. 

But if aggregate demand has 
flattened out, or may be about to tilt 
slightly downwards, this change im- 
pinges on an economy that is still very 
fully employed. It is, indeed, only 
in the past two months that there has 
been anything more than a seasonal 
rise in unemployment. The increase 
in the number wholly unemployed, 
excluding school-leavers, in the nine 
weeks to December 12 was 31,300, 
compared with a normal seasonal 
rise of 16,600; most of this disparity 
arose in the latest month. Even so, 
the total unemployed, at 365,000, 
was equivalent to no more than 1.6 
per cent of the labour force, com- 
pared with 1.9 per cent at the 
corresponding date in 1959. The 
drop in output in the industries 
mainly hit by the squeeze has, of 
course, been accompanied by short- 
time working rather than by release 
of labour; at end-October, the latest 
date for which figures are available, 
workers on_ short-time _ totalled 
95,000. But even when full allowance 
has been made for this, the degree of 
unemployment is not significantly 


larger than at end-1959; and, of 


course, the continued tendency to 
cling to labour frustrates the aims of 
the restrictive economic policy in 
two ways—by slowing up the move- 
ment to certain export and invest- 
ment industries in which output is 
still limited by labour shortage and 
by lending support to the rather dis- 
quieting wage pressure now develop- 
ing. This threat from the wages 
front is, perhaps, the most decisive 
reason for keeping policy firm. 


£101 millions Deficit 


The balance of payments deficit 
for the third quarter of the year 
preved to be fully as bad as the 
crude monthly trade figures had 
implied. Visible trade showed a 
deficit of £133 millions, compared 
with a deficit of £39 millions in the 
second quarter and £41 millions in 
the corresponding months of 1959; 
net Government spending overseas 
rose to {71 millions, compared with 
£66 millions and £57 millions, while 
the net surplus on other invisible 
items, at £103 millions, though {£7 
millions higher than in the second 
quarter was £38 millions down on 
the year. ‘The identified current 
balance thus showed a deficit of 
£101 millions, following a deficit of 
£9 millions in the second quarter 
and a surplus of £43 millions in the 
third quarter of 1959. 

Unusually, the current deficit thus 
revealed considerably exceeded the 
deterioration in the balance between 
Britain’s short-term assets and lia- 
bilities, which can be measured more 
accurately and which must mirror 
the total deficit in Britain’s current 
and long-term capital transactions 
taken together. The deterioration 
in this external monetary position 
was in fact £75 millions, leaving an 
unexplained credit (after allowing 
for net lending of £15 millions by 
the Government) of some {£41 mil- 
lions to be attributed to an inflow 
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of long-term private capital and/or 
to an over-estimating of the current 
account deficit. 

The payments figures also con- 
firmed that a large part of the inflow 
of foreign funds during the summer 
was not reflected in increased over- 
seas holdings of traditional short- 
term sterling assets. Although total 
holdings of sterling by non-sterling 
countries increased by £226 millions 
(a record rise) to £1,166 millions 
(highest since March 1948), this was 
substantially offset by falls of £97 
millions in the holdings of sterling 
area countries and {57 millions in 
the holdings of international institu- 
tions (reflecting mainly the partial 
repayment of Britain’s “ Suez” 
credit from the International Mone- 
tary Fund). Thus the total increase 
in overseas sterling holdings was {72 
millions—f5 millions less than the 
rise in the gold reserves during the 
quarter. The deterioration of £75 
millions in the monetary position 
in the three months is thus attribut- 
able to a net inflow of £80 millions 
under “other monetary movements’, 
induced, presumably, by high rates 
of interest obtainable in London. 


Trade Gap Yielding ? 


The trade return for November 
offered the first flickering hope that 
Britain’s trade gap might at last be 
narrowing. Exports and imports 
were both sharply higher (most of 
the rise reflecting, no doubt, the 
delays caused by the tally clerks’ 
strike in October). Seasonally ad- 
justed, exports rose from {£252 mil- 
lions to £328 millions, re-exports 
from {£11 millions to £13 millions 
and imports from £385 millions to 
£411 millions. The trade gap thus 
narrowed to £70 millions from the 
dismaying gulf of £122 millions in 
October. Taking September, Octo- 
ber and November together (and 
thus eliminating as far as possible 


the distortions caused by the strike) 
exports averaged 2 per cent more 
than in the three months June- 
August; imports, however, averaged 
34 per cent more. 


Gold Inflow Slackens 


The foreign exchange market, 
apparently, read the trade figures 
in the most favourable light. The 
sterling rate on New York, which 
in the middle of the month had 
eased to $2.804, recovered 4 cent. 
There were some signs, particularly 
after the reduction in Bank rate on 
December 8, that the inflow of 
foreign funds was slackening further. 
(In November, as the regular table 
on page 72 shows, the gold intake 
of $28 millions was the smallest, on 
a true basis, since January.) Last 
month’s gold intake, however, was 
affected by two special (and oppos- 
ing) transactions. First, the US 
Ford Company purchased the bulk 
of the sterling it will need to imple- 
ment its bid for the privately held 
shares in its UK subsidiary (this 
purchase—which may have totalled 
over $300 millions—was reflected 
in a fall of $204 millions in the US 
Treasury’s gold stock in the week to 
December 14, a fall that largely 
offset the sale of $300 millions of 
gold to the Treasury by the IMF in 
the previous week). Secondly, at 
the end of the month Britain had to 
meet the annual service payments 
on its American and Canadian loans, 
which entailed a draught of about 
$190 millions on the reserves. 


Mr Anderson in Bonn 


The three days’ talks at the end 
of November between Mr Anderson, 
the Secretary of the US Treasury, 
and Dr Erhard, the German Eco- 
nomics Minister, seem to have 
achieved remarkably little. The 
American mission apparently asked 
Germany to contribute some $600 








millions to defence costs—mainly as 


support payments for American 
forces in Germany. This request 
was flatly rejected. Dr Erhard 


pointed to Germany’s proposed aid 
programme of around £300 millions 
in 1961, showed some willingness to 
repay part of America’s post-war 
aid to Germany, and agreed in prin- 
ciple to make a larger contribution 
to the costs of NATO infrastructure 
(the increase has since been indi- 
cated at £5 millions, raising Ger- 
many’s contribution from 14 per 
cent to 20 per cent of the total cost). 
But he made it plain that his freedom 
to go further to relieve the strain 
on the dollar was severely limited 
by this year’s federal elections. 

Mr Anderson, perhaps a little un- 
deservingly, was sharply criticized 
in the American press for his tact- 
lessness in raising such issues at this 
delicate time in the German political 
calendar. Certainly, his open rebuff 
in Bonn has not helped to allay the 
widespread suspicions of the dollar. 
The problem of dispelling those 
suspicions now falls to Mr Douglas 
Dillon, who—as Under-Secretary in 
the State Department—accompanied 
Mr Anderson to Bonn, and who has 
been chosen by Mr Kennedy to be 
the new Secretary of the Treasury. 


Gold Price Steady 


The authorities appear to have 
had little difficulty in the past month 
in holding the London gold price 
within the limits prescribed by the 
steadying policy they adopted in 
November (discussed in last month’s 
issue of The Banker). In the early 
part of the month the greater danger 
seemed to be that the premium 
would fall to a level that might en- 
courage overseas central bankers to 
convert some of their surplus hold- 
ings of dollars. The riots in Algeria, 
however, caused some increase in 
hoarding demand and the gold price 


rose to $35.60-75 an ounce. By the 
closing days of the month it had 
receded to $35.55. 

The breathing space afforded by 
the easing of speculative pressures 
on the dollar has been amply filled 
with good advice to the incoming 
American administration. In par- 
ticular many voices have been raised 
to urge the removal of the require- 
ment that 25 per cent of the Federal 
Reserves’ note and deposit liabilities 
must be backed by gold. Such a 
move would release some $12,000 
millions of the Treasury’s gold stock 
(about two-thirds of the total). The 
mdst authoritative voice raised in 
this cause last month was that of 
Mr Per Jacobsson, managing director 
of the International Monetary Fund. 


December Liquidity Improves 


The clearing banks’ make-up at 
mid-December, advanced to the 
second Wednesday of the month to 
avoid the distortions caused by the 
proximity of Christmas, showed a 
welcome improvement in liquidity. 
Total liquid assets rose by {£112 
millions in the four weeks to Decem- 
ber 14 and the aggregate liquidity 
ratio of the eleven banks rose from 
31.3 per cent to 31.9—though it 
was stili well below the level of 34.2 
recorded at the same date in 1959. 
(The significance of the recent pres- 
sures on bank liquidity is discussed 
in our opening article on page 9.) 
Gross advances increased by {35 
millions in the period, but this was 
more than accounted for by the 
seasonal inflation of transit items; 
excluding these extraneous items 
total true advances actually fell by 
£9 millions (this fall was wholly 
attributable to repayments by the 
state boards, whose outstanding ad- 
vances declined by {£14 millions). 
None of the banks felt impelled to 
sell gilt-edged investments in any 
substantial amount: the aggregate 
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portfolio fell by just under {1 
million. Gross deposits were in- 
flated by the normal seasonal increase 
in cheques in course of collection; 
net deposits, as usually calculated, 
rose by {£146 millions, and net 
deposits excluding transit items as 
well as items in course of collection 
rose by £103 millions, to £6,901 
millions. This latter figure of 
deposits (the truest) was, however, 
some {1.4 millions lower than at 
mid-December 1959, a clear indica- 
tion of the stability of deposits over 
the past year. 

The salient features of the mid- 
November make-up were discussed 
briefly in our last issue. As the 
accompanying table shows, true net 


Nov 16, Change on 
1960 Month Year 
{mn {mn fmn 
Deposits .. neg +33.7 + 91.9 
RT 299? 6923.2* + 51 + 63.1 
Net” Dep 4 6798.44 -~ 6.0 + 538 
Liquid yA 
Assets 2287.6 (31.3) + 1.0 -—131.6 
Cash .. 593.1 (8.1) - 3.1 + 10.1 
Call money 565.6 (7.8) +16.0 + 42.3 
Treas bills.. 989.5 (13.6) -26.4 -—180.7 
Other bills... 139.4 (1.9) +14.5 - 3.2 
Special Dep 142.6 (2.0) + 0.9 +142.6 
sc Risk 93> 
Assets 4630.1 (63.5) -— 2.0 + 52.0 
Investments 1289.4(17.7) -—15.0 -—439.4 
Advances$.. 3340.7 (45.8) +13.0 +491.4 
State Bds 4 83.9 +171.3 + 15.9 
256.8 + 1.7 +475.5 
All other 4 3154 91 - 48 +469.6 


* Excluding items in course of collection. 
t Excluding all transit items as well. 
T Ratio of assets to gross deposits. 
$ Official total minus Lloyds Bank transit 
item. 
|| Excluding transit items. 
deposits fell again in the four weeks 
—by £6 millions to £6,798 millions: 
the seasonally-corrected index com- 
piled by Lloyds Bank dropped a 
further 0.1 points to 109.1 (1954 
=100), thus falling for the fifth 
consecutive month. This fall in 
deposits was attributable to sales of 
investments, which totalled £15 mil- 
lions during the four weeks (the 
Westminster accounted for no less 
than {£13 millions of this total). 


Total advances, excluding transit 


items, were some 6.5 per cent 
higher but this rise was more than 
accounted for by increased lendings 
to the nationalized industries; true 
advances to the private sector de- 
clined by some {4.8 millions, to 
£3,154 millions. 


The Squeeze Tightens 


The latest quarterly analysis of 
advances by the members of the 
British Bankers’ Association cover- 
ing the period to mid-November, 
shows that although the total ad- 
vances increased by £55 millions to 
£3,570 millions (1.6 per cent), the 
rate of increase was less than in the 
preceding three months, £59 mil- 
lions (1.7 per cent), and considerably 
less than in the same period of 1959 
— 142 millions (5 per cent). The 
advances of the clearing banks in- 
creased by {47.6 millions (the 
monthly make-up statements showed 
an increase of £42 millions over the 
three months, which suggests that 
there was some repayment of loans 
by overseas borrowers, who are not 
included in the BBA analysis); those 
of the other banks covered increased 
by £7.8 millions. 

As the regular table on page 70 
shows, the pattern of borrowing in 
the three months was similar to that 
of the preceding quarter: loans to 
heavy industry continued to increase 
rapidly while those to groups most 
closely linked with the financing of 
consumer expenditure rose much 
more slowly or actually declined. 
Advances to the engineering group 
increased by £35 millions, whereas 
in the corresponding quarter of 1959 
they hardly increased at all. In the 
year to mid-November this group 
borrowed £119 millions (recent share 
issues may lead to some repayments 
of these loans in coming months). 
Advances to the iron and steel trades 
increased by {12 millions, to public 








utilities by £10 millions, to the trans- 
port group by {£6 millions and to 
agriculture by £5 millions. On the 
other hand, loans to hire-purchase 
companies fell by £7 millions (mak- 
ing a total fall of £12 millions from 
the peak last May), loans to personal 
and professional borrowers fell by 
£8 millions—their first decline since 
the squeeze was lifted in July, 1958 
—and the miscellaneous “ other 
financial”? group—believed to have 
been one of the main targets of this 
year’s squeeze—fell by £20 millions. 
Advances to the retail trade increased 
by £5 millions compared with £34 
millions in the same quarter of 1959. 


New Figures for Overseas Banks 


Two more pieces were added last 
month to the statistical jigsaw of 
British banking—aggregate figures 
for the members of the British Over- 
seas Bankers’ Association and for 
the Northern Irish banks. The thirty- 
three banks embraced in the BOBA 
figures—which carry by half-yearly 
steps up to June 30 last the series 
submitted as evidence to the Rad- 
cliffe Committee—include Barclays 
DCO, Bank of London and South 
America, Standard Bank of South 
Africa and the Eastern Exchange 


banks. The salient features are sum- 
marized in the table below. Appro- 
priately, deposits, advances and ac- 
ceptances are broken down to show 
the distribution between British and 
non-resident customers (for deposits 
and advances this latter category is 
itself divided into banking offices 
and others); holdings of UK Govern- 
ment stocks are subdivided into 
those with less than five years to 
run to maturity and those with more 
than five years. 

The figures bring out the growth 
of the London business of these 
overseas banks. Their total deposits 
rose by some £34.5 millions in the 
first half of 1960 to £694 millions 
(the rise in the London deposits of 
non-resident customers was [20 
millions, rather less perhaps than 
might have been expected in view 
of the substantial flow of overseas 
funds to London). The banks in- 
creased their advances by £30 mil- 
lions in the six months ({5 millions 
of the increase going to UK resi- 
dents) and their acceptances by {4 
millions. They reduced their hold- 
ings of short-term gilt-edged by 
some {20 millions (from £110 mil- 
lions to £90 millions) and their loans 
to the London money market by 


BRITISH OVERSEAS BANKS 
(£ millions) 


End- 
1951 
Current and deposit accounts: 541.8 
Held by UK residents 112.1 
Held by overseas banking offices 276.7 
Held by other overseas residents 69.7 
Unallocated 83.3 
Cash and balances with Bank of 
England . a ua 
Balances with other UK banks... 31.4 
Loans to London Money Market .. 133.5 
Loans to UK local authorities a 1.6 
Sterling bills discounted .. a 78.6 
Investments .. = 247.6 
Advances: 173.9 
To UK residents .. - a 38.3 
To overseas banking offices at 86.1 
To other overseas residents ~~ 10.5 
Unallocated ; me ss 39.0 
Acceptances: ne i <a 79.0 
6 


Change: 
End- End- June 30, Mid-1959- 
1958 1959 1960 Mid-1960 
572.6 659.3 693.8 +22.4 
113.0 174.6 189.4 +15.7 
327.2 336.9 333.0 -19.5 
81.9 147.8 171.4 + 26.2 
50.5 — —- —- 
1.1 1.1 Sus - 0.3 
45.9 72.8 107.2 + 54.4 
106.6 119.7 81.9 - 8.2 
8.3 17.0 17.5 + 6.1 
139.1 116.8 133.6 -40.1° 
271.7 316.9 298.1 - 5.6 
165.0 200.9 230.7 + 36.4 
63.8 80.9 86.2 +13.4 
78.6 98.8 122.3 +23.2 
19.7 21.2 22.2 - 0.2 
2.9 — — — 
23.6 35.5 39.5 + 8.8 


Wu: 


some {£38 millions. The rise in 
their deposits was reflected mainly 
in an increase of {£34 millions in 
balances with other UK banks. 


Ulster Banks Fully Lent? 


The new statistics from the North- 
ern Irish banks extend the Radcliffe 
series by giving monthly figures for 
the twenty months to October last, 
in a classification almost identical to 
that followed by the Scottish banks. 
There is, however, the complication 
that seven of the eight banks trading 
in Northern Ireland operate also 
(and some of them mainly) in the 
Irish Republic, whilst one of them, 
the National Bank, is a London 
clearing bank. To avoid double 
counting when the several groups of 
statistics are aggregated, the new 
series excludes the National (except 
for its Ulster note issue). 

The figures given for deposits and 
local assets are those of the banks’ 
ofices in Northern Ireland; but 
since the London assets and invest- 
ments in effect relate to the banks’ 
business as a whole (only the Belfast 
Banking Corporation confines itself 
to Northern Ireland), these assets 
have had to be apportioned in the 
same ratio as deposits within North- 
ern Ireland bear to those outside it. 


The banks’ advances in Ulster are 
shown to have expanded sharply in 
these past two years, from £62.0 
millions in October, 1958 to £82.8 
millions in October last—an increase 
of one-third, which compares, how- 
ever, with one of 50 per cent in 
Scotland. One reason for this dis- 
parity may be the relatively high 
ratio shown by advances to deposits 
even before the rise began. Although 
deposits have expanded faster in 
Northern Ireland than in Scotland 
the advances ratio is now fully 56 
per cent, compared with 42 per 
cent in Scotland. 


Scots Deposits Declining 


The share of the Scottish banks 
in the total deposit business in 
Britain is once more, it seems, tend- 
ing to decline. For several months 
past the new monthly figures have 
shown aggregate deposits of the five 
banks to be running below their 
1959 level—the latest difference in 
net deposits being {£15 millions, or 
2 per cent, as the accompanying 
table shows. Advances, however, 
have lately turned upwards again. 

These comparisons, however, are 
presumably affected by the account- 
ing change at the National Com- 
mercial Bank of Scotland to which 
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Mr Ian Macdonald referred in his 
statement on the first full year’s 
working of the merged institutions. 
A “ more rigid ” accounting practice 
is now being followed in offsetting 
debits and credits, which has had 
the effect of deflating both the de- 
posits and the advances of the bank 


Nov 16, Change on 

1960 Month Year 

{mn {mn fmn 
Deposits . 807.2 +20.3 -— 5.3 
“Net” Dep.. 702.4* + 7.9 -15.1 
Note Issues... 122.8 + 1.6 3.2 

Zot 

Liquid Assets 127.9(15.8) - 0.3 -16.9 
“Free” cash} 22.8 (2.8). -— 1.3 + 4.1 
Call money .. 61.8 (7.7) + 3.3 -26.0 
Treasury bills 37.3 (4.6) - 3.0 + 5.0 

Other bills 6.0 (0.7) +07 — 
Special Dep .. 7.7 (£0) — + 7.7 
“Risk” Assets 607.3(75.2) + 8.3 + 5.5 
Investments .. 265.9 (32.9) + 0.2 -50.9 
Advances . 341.4 (42.3) + 8.1 +56.4 
State Boards 11.0 + 1.6 + 1.1 
All other .. 330.4 + 65 +55.3 
* Excluding items in the course of collection 


and transit items. 

Tt Ratio of assets to gross deposits. 

} Excluding £120 millions held as cover for 
note issues. 


b 


by “‘some millions”’ at its end- 
October balance sheet date. There 
remained, however, a true decline 
in deposits on the year, which Mr 
Macdonald attributed to the con- 
tinued competition for funcs from 


other sources —local authorities, 
Treasury bills and HP finance 
houses. A similar point had been 


made by Lord Airlie, chairman of the 
British Linen, a short time pre- 
viously. 


Quicker Transfers 


A proposal to speed up the transfer 
of securities by using a stock transfer 
form has been recommended by a 
committee under the chairmanship 
of Lord Ritchie, chairman of the 
Stock Exchange, and representing 
most of the leading City institutions. 
At present there is a substantial 
delay between the purchase of shares 
and the delivery of the share certi- 


ficate. The committee examined the 
procedures in various countries— 
the American system, geared to cash 
dealing, would be difficult to adapt, 
it found—and thought there was a 
case for the wider use of bearer 
securities particularly in Government 
stocks. ‘The idea of a Stock Exchange 
nominee company through which all 
transfers would pass was rejected for 
a short-term solution. 

The stock transfer system would 
mean that the seller would have to 
sign only one document, either at the 
time of giving the selling order or 
later, even if the holding had to be 
split among a number of buyers. 
This signature would not have to 
be witnessed; the seller’s broker 
would stamp the form and deliver 
it to the buyer’s broker, with the 
certificate, against payment. The 
buyer’s broker would then fill in the 
second part of the form, stamp it 
and forward it with the certificate 
to the company for registration in 
the normal way. If there were a 
number of different buyers, the 
seller’s broker would fill in a transfer 
form for each of the various amounts 
going to different buyers; the sub- 
sequent process would then be 
slightly more complicated. 

The committee did not formally 
seek legal advice or consult the 
Inland Revenue, so that its re- 
commendations, which would need 
enabling legislation, can only serve 
as a basis for further discussion; 
but the committee believes that the 
system advocated would cut delays 
by half and still provide adequate 
security. 

It was announced last month that 
the new scale of brokers’ commis- 
sions (generally 1} per cent on the 
consideration) would come into force 
for dealings due to be settled on 
January 24. The proposed change 
was discussed in a note in our issue 
for November last. 
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Bank Liquidity and 
Gilt-edged 


FFICIAL explanations of the underlying purpose of current 

monetary tactics have for once been taken at face value in the 

City. When Bank rate came down to 5 per cent early last 

month the monetary authorities made it plain that this move, 
like the cut to 5$ per cent six weeks previously, was primarily attributable 
to external considerations. The chief purpose was to reduce the margin 
of London money rates over the principal overseas rates, and thus to give 
a little support, if mainly “‘ moral”’ support, to the efforts of the United 
States authorities to restore confidence in the dollar without diluting the 
stimulant of easy money that is being administered to America’s domestic 
economy during its recession. Britain, it was emphasized, was not here 
taking any leaf from the American book: though the Bank of England rate 
had been twice raised in the first half of 1960 for the purpose of restraining 
demand within the domestic economy, the partial reversal of this increase 
was not to be taken as an easing of the domestic restraint. The squeeze 
at home goes on. 

The stage had indeed been set two days beforehand for this presenta- 
tion of Bank rate policy. During the debate on the motor industry in 
Parliament on December 6 Mr Reginald Maudling had said very clearly 
that the general policy of credit restrictions (of which the restraints on 
hire purchase were said to be a “ single but an integral part’) could not 
be relaxed solely to ease the problems of particular industries, but only as 
and when it was safe to relax them in the interests of the economy as a 
whole. The tone of his survey of the wider scene had left no doubt that 
the Government was sticking to the firm line defined by the Prime Minister 
and Chancellor in public speeches a few weeks previously. 

This reaffirmation of toughness in domestic policy completely stifled, 
as obviously it had been intended to do, the slight lift to stock market 
confidence that might otherwise have come from the Bank rate cut. An 
already weak equity market grew gloomier still, worried by the impasse of 
conflicting difficulties—on the one hand, the short-time working and the 
fears of deepening recession in particular industries and the troubles of the 
hire-purchase finance houses (discussed in a subsequent article this month), 
on the other hand, the growing wage pressure and the deficit on the external 
balance of payments. On the very day of the Bank rate reduction, and 
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also on the day after, the industrial share index of the Financial Times 
dipped to new lows for the year—reaching 293.4 on December 9, making 
a drop of fully 27 points over the six weeks from the previous cut in Bank 
rate, and one of nearly 50 points from the all-time peak of twelve months 
ago. In the ensuing week, however, the index climbed back above 300— 
partly in response to rather favourable, probably too favourable, interpre- 
tations of the November trade returns. 

The prevailing indifference to the easing of short money rates has been 
even more strikingly manifest in the gilt-edged market—except, of course, 
in the short bonds. This market might have been expected to derive a 
little support from the uncertainties surrounding equities, as it evidently 
had been doing during the incipient recovery movement of the late summer 
and early autumn, when hopes of a coming fall in money rates were com- 
bining with foreign buying to reawaken interest—some of it obviously 
short-term speculative interest—in fixed-interest securities. But this move- 
ment was stopped in its tracks a fortnight after the first cut in Bank rate, 
and the relapse proceeded unchecked by the second cut. The undated 
34 per cent War Loan, principal target of the foreign demand, which had 
laboriously climbed to 613 by mid-November (even then, however, 4 points 
lower than at the beginning of the year), actually closed at the new low 
price of 592 (gross) on the day Bank rate came back to 5 per cent. It 
slipped a little further in the following fortnight, as did the medium and 
long market as a whole, carrying several other stocks to new lows. 

This latest phase of reductions in Bank rate has thus been marked by 
a pronounced further widening of the gap between short-term and long- 
term rates. Over these past six months the Treasury bill rate has come 
down first from 5 {§ to 5 # per cent during the span of the 6 per cent Bank 
rate and then to just under 43 per cent a week after the latest Bank rate 
cut. During this same period the flat yield on War Loan dipped from 
almost 5{ per cent to under 5# per cent by the eve of the first cut in Bank 
rate, and then to little more than 53 per cent, only to rise to over 5§ by 
mid-December. Even more striking has been the behaviour of the medium- 
dated “‘ tap ”’ stock, the 5 per cent 1971 Conversion: this offered a redemp- 
tion yield of just over 5% per cent at midsummer, but nearly 6} per cent 
in the third week of December. 

The renewed relapse of the gilt-edged market during the last six weeks 
of the year was due in part to external factors—to the drying-up of foreign 
buying, and fears that a return of confidence in the dollar would put 
pressure directly on gilt-edged via foreign selling, as well as indirectly via 
its effects on sterling. It was also due in part to certain technical factors 
—the switches from gilt-edged into equities to be expected when the new 
Trustee Investments Bill becomes law, the assumption that any propitious 
conditions in the market must be seized upon for the marketing of the 
Government-owned steel prior charge stocks, and the letting of local 
authorities through the turnstiles with issues for the funding of their 
hugely augmented short-term debt, not to mention the presumed funding 
aims of the Treasury itself. 
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Overshadowing these several influences, and possibly more significant 
than all of them, has been the fear of a return to the condition that has 
most bedevilled the gilt-edged market in these past two years—the fear, 
that is, of massive sales of stock from the big banks. ‘This fear stems, of 
course, from the liquidity problem confronting the banks in these coming 
three months, the last quarter of the fiscal year, in which the bulk of the 
year’s harvest of direct taxation will be gathered in, causing a steep decline 
in bank deposits and a more or less corresponding decline in the banks’ 
liquid assets as the Treasury employs its revenue surplus to redeem the 
floating debt that is the foundation of those assets. This recurrent prob- 
lem has this time attracted exceptional interest from everyone concerned 
with the fortunes of gilt-edged; and for three reasons. 

First, the market remembers well that in the peak tax-gathering quarters 
of each of the past two years the banks have found it necessary to run down 
their investment holdings by £200 millions or more in order to keep their 
ratios of liquid assets to gross deposits at or above the conventional 
minimum of 30 per cent. This run-down included repayments of stock at 
maturity, estimated last year at some £50 millions, whereas this year there 
is no maturity until mid-April (but the banks’ holdings of this stock, the 


24 per cent 1956-61 Conversion, of which £796 millions are in issue, are 


believed to be substantial). Secondly, this is the first year in which the 
Bank of England has taken a direct grip upon the supply of liquid assets 
to the banks by the new device of requiring them to make “ special 
deposits ” with itself—in effect compelling them to surrender a portion of 
their liquid assets in exchange for a blocked balance that is releasable 
wholly or in part only when the monetary authorities think fit. ‘The equiva- 
lent of 2 per cent of clearing bank gross deposits, or some £143 millions, 
is at present immobilized in this way. Thirdly, a number of other factors, 
indicated below, combined to strain the liquidity of the clearing banks, so 
that for some time past many market observers have felt the threat of 
seasonal sales of gilt-edged by the banks to loom rather larger than usual 
this year—except on the hypothesis, so it was argued, that the authorities 
would themselves take steps to ease the pressure, by releasing special 
deposits or in other ways. 

Not all of this unofficial discussion has been well-informed, and the most 
varied opinions have emerged from it. Some commentators have given 
the impression that the risk of bank selling is of selling on the scale of last 
year, and they have reminded themselves of the shock tactics of February 24, 
when the authorities suddenly decided that market prices ought more nearly 
to reflect the scale of their own so-called smoothing purchases by which 
they relieved the market, and when they accordingly dropped their open- 
market dealing prices by a full point at one stroke. At the other extreme, 
it has been argued that the authorities have now a virtual obligation to 
pilot the banks, and probably the gilt-edged market too, painlessly through 
the difficulties of the tax season. 

Both these opinions seem to us wide of the mark; but it should be noted 
that it is the least sophisticated commentators who have been the most 
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alarmist. Observers closest to the scene have found reassurance not only 
in their own changing estimates of the balance between liquidity available 
and liquidity needed but also in their views of how official policy will have 
shaped by the time any ultimate deficiency of liquidity presents itself— 
which for most banks would probably not be before the arrangements for 
the mid-February make-up, or even, just conceivably in some instances, 
the make-up of March 15. It is important to realize that the problem is 
not, as some of the cruder comments have implied, either a static one or 
primarily a technical one. ‘The prior question for the authorities to decide 
is what degree of relief for the banks—if any relief at all—would be justified 
by the aims of economic policy as a whole. And since the economic 
pattern is liable to especially rapid change in present circumstances, it 
would be natural for the authorities to defer any decision on this as long 
as possible, and certainiy to avoid giving any advance commitment to the 
banks. The technical question of the most suitable means of giving relief 
can be finally decided only in the light of the prior decision of wider 
policy. Hence those who are predicting a lenient attitude when the 
time comes are calculating not on what they judge the authorities to be 
thinking now but on what they expect them to be thinking in five or nine 
weeks’ time, when politicians are beginning to make play with the winter’s 
rise—doubtless this time a more than seasonal rise—in unemployment and 
when consumer goods, especially durables, are in the throes of their post- 
Christmas and pre-budget slack. 

Meanwhile, quite apart from any such guesses about how the authorities 
will act, the liquidity problem itself has lately begun to look somewhat less 
formidable. Experience in the first eight months of the current fiscal 
year had admittedly been disquieting. In this period the trend had entirely 
defied the seasonal rules: at mid-November the liquidity ratio of the clearing 
banks, instead of being some 3 full points above the low-water mark of last 
spring (31.4 per cent) was actually down by a further decimal point, at the 
lowest recorded for November since 1948, when the pattern was distorted by 
borrowings on Treasury deposit receipts. In these eight months the banks’ 
liquid assets expanded by a mere £70 millions, to £2,288 millions, in con- 
trast with increments of £300 to £400 millions in the comparable periods 
of four of the five preceding years. Only about half this shortfall, measured 
by the average increment, was attributable to the exchange of liquid assets 
for special deposits (£143 millions). The remainder reflects a decline in 
the amount of net new finance the central government (including the 
‘‘ departments ”’) has found it necessary to raise through the clearing banks. 

The overall Exchequer deficit, after allowing for borrowings on tax 
certificates and small savings, has been somewhat larger than in the previous 
year, but the effects of this must have been much more than offset by 
those of the swing of the current external balance of payments from surplus 
into deficit {which tends to reduce both bank deposits and liquid assets).* 


* This is on the very broad assumption that the net inflow of funds on capital account 
was largely self-financing, by transactions outside the clearing banks (in the sense that the 
overseas holders of sterling, or “ outside’ banks in London acting on their behalf or 
utilizing their deposits, buy Treasury bills or stock directly or indirectly from the authorities, 
in effect in exchange for the additional gold the Exchange Account has to finance). 
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At the same time, a much larger proportion of the Government’s require- 
ments has this year been financed by sales of securities to non-bank 
holders—via tax certificates, Treasury bills, and longer-term stocks. In 
the past twelve months gross issues of tax certificates have risen by some 
£70 millions; and in the first quarter of the fiscal year the departments’ 
sales of marketable stocks exceeded repurchases from the banks for the 
first time since bank selling began in 1958. In the ensuing four months 
or so, in which sales from the banks declined to £60 millions, the depart- 
ments’ net funding sales were certainly greatly expanded. 

Since about mid-November, however, the liquidity trend has conformed 
more closely to the seasonal pattern, perhaps partly in consequence of the 
check to funding. By mid-December the average ratio had recovered to 
31.9 per cent, which, although still well below the normal (the average for 
end-December in the past eight years has been 36.2 per cent, and the 
end-1959 figure was 34.3 per cent) is a distinctly better level than had at 
first been feared. It is important to bear in mind, however, that the 
seasonal pressure is not spread evenly over the big banks. In recent years 
the Midland and National Provincial have generally suffered much more 
sharply than the others; in the tax quarter of 1960 their ratios dropped by 
6 and 7 full points respectively. Yet these two banks are now the very 
ones with the lowest ratios—31.2 and 30.8 per cent at mid-December. 


How Much to Bridge? 


To judge from the recent trend of tax receipts and expenditure, viewed 
in the light of the budget estimates, the Exchequer “ overall” surplus in 
the coming quarter could be between £100 millions and £200 millions 
larger than in the first quarter of 1960. On the other hand, several 
influences may this time cushion the pressure. Since more tax certificates 
have been sold in the past year or so, more are likely to be tendered for 
tax payments in the next few months, and much the same effect will be 
exerted if industrial holders of Treasury bills finance their taxes by running 
down their holdings, which are believed to have expanded substantially 
this year. There is also now the likelihood of a substantial windfall of 
liquid assets from the Ford take-over; Dearborn is understood to have 
bought the requisite sterling last month, but presumably it is held either 
in Treasury bills or on deposit with an “ outside’ bank in London, and 
so will not augment the deposits and bills of the clearing banks until the 
payout to UK stock holders takes place. The actual date is not yet pre- 
dictable, but the banks are hoping that it will at least be before their March 
make-up. Finally, whatever their general attitude may be towards the 
gilt-edged market, the authorities seem almost certain soon to be standing 
ready to buy, virtually on bill rate terms, any of the April bond maturity 
the banks may seek to sell. 

These factors taken together could conceivably bridge a substantial part 
of the apparent gap—provided that the seasonal rise in bank advances is 
relatively small. (Last year the quarter’s drop in the aggregate liquid ratio 
was kept down to under 3 per cent, much less than usual, but only because 
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the whole of the very large rise in advances was matched by the run-down in 
investment portfolios.) But this is an influence that is now largely beyond 
the banks’ control. No new decisions about advances could perceptibly 
ease the seasonal liquidity pressure—unless the banks were to resort to an 
actual calling in, which the authorities would deplore no less than they. 

It is, indeed, largely for this reason that some observers have tended to 
assume that the authorities would be “ obliged” to help the banks over 
whatever residual gap emerges. But the alternative every banker would 
put ahead of any sharp new squeeze on advances would be to sell invest- 
ments, even at a considerable loss. Hence any assumption that help must 
be forthcoming presupposes in effect that the authorities would equally 
deplore any major new crack in gilt-edged. ‘That supposition might indeed 
be near the truth; but, if so, the argument behind it will surely be not 
merely the desire to maintain a market propitious for funding, but a sober 
calculation that a still higher long-term interest rate would not now be the 
best means of supporting the disinflationary policy. It is inconceivable 
that the authorities would stage another ‘‘ February 24”’ this time. 

If there is this desire to avert any major shock for gilt-edged, a rela- 
tively easy way might seem to be to release part or all of the special deposits 
(though some banks still say that that right not suffice by itself). It can 
be taken for granted, however, that the Bank of England would be most 
reluctant to do this; its aim to treat the special deposit as a credit weapon 
rather than a Treasury borrowing device requires that the deposits shall 
not fluctuate seasonally with the Treasury’s cash position but only in 
sympathy with changes in the wider aims of policy. In this first formative 
year the Bank must be hoping that the technical and the policy needs will 
not coincide. If this judgment is correct, special deposits will be released 
only if the authorities see fit to ease credit policy as a whole. One other 
alternative recently mooted can be ruled out altogether. This is the possi- 
bility that the liquidity rules may be relaxed. The authorities naturally 
cannot prevent a bank from letting the ratio fall below 30 per cent; they 
can only ensure that that does not happen a second time—for example, by 
threatening to refuse facilities for realization of gilt-edged, or to call further 
special deposits, or by issuing a directive. (There is here, however, a 
game of bluff and counter-bluff: the banks do not wish to provoke a 
recourse to statutory powers, but they also know the Bank to be reluctant 
to use them.) But it is certain that they would never deliberately dis- 
mantle the 30 per cent fulcrum upon which every liquidity control, whether 
“funding ”’ or special deposits, operates. 

There remains one other way out—to provide facilities for bank sales of 
gilts, if necessary of longer stocks than the April maturities. This seems 
the most likely route of all, unless general policy is relaxed; but its impli- 
cation for the market could vary widely—from the devastating effect of last 
February to the smooth unobtrusiveness of end-1958. Bank selling, as 
was demonstrated then, need not hit the market. But it is not likely to 
be wholly cushioned unless policy swings into a deliberate reflation, and 
that is now firmly ruled out by the trend of the balance of payments. 
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HP’s Morning After 


RITAIN’S hire-purchase finance houses have had good cause in 

the past few weeks to ponder Burke’s dictum that liberty must 

be limited to be possessed. Judging by their profit and loss 

accounts some of the fruits of their eighteen months of freedom 
from Government restraint have been very sour indeed. True, that period 
—from October, 1958, to April, 1960—saw an unprecedented growth in 
the industry and saw the shares of finance houses become for a moment 
the darlings of the Stock Exchange; and its anticipation saw the banks 
confer the ultimate mark of respectability on HP by themselves moving 
into the business. But the excesses of that riotous period are now making 
themselves felt. Britain’s HP companies, as the slide in the shares elo- 
quently attests, are suffering from a very nasty hangover. 

The losses that can be glimpsed from time to time through the thick 
haze of rumour are of special interest at this season. A year ago the banks’ 
earnings from their HP subsidiaries were shown to have injected a powerful 
new dynamic element into their profits. For Lloyds and the National 
Provincial, the two clearing banks most heavily committed, the dividends 
received from HP subsidiaries accounted for about 57 per cent and 41 per 
cent respectively of the total increase in published profits for the year. 
These dividends are unlikely to have played such a dynamic réle in bank 
profits in the past year, though they should still in total be higher than in 
1959—because the dividends actually paid by the HP companies during the 
year usually relate to profits earned a considerable time previously. Such 
considerations have served to heighten even more the City’s interest in the 
troubles of the HP companies, troubles that have contributed in no small 
way to its general mood of bearishness. 

The severity of those troubles cannot be gauged simply from the losses 
disclosed—or hinted at—by the handful of companies that have so far 
made public statements. Virtually every HP company has taken on bad 
business in the past two years, though some have undoubtedly taken on 
much more than others. The revelations to date tend to support the 
City’s guess that the finance houses’ total bad debts in 1960 topped £10 
millions. ‘These revelations began last July, when Western Credit, an 
HP company in which Hambros Bank and Phoenix Assurance have sub- 
stantial holdings, admitted to losses—mainly attributable to one fraudulent 
dealer—that “‘ might amount to £400,000”. (The final accounts, published 
last month, showed a total provision of £483,000 for the UK companies 
in the group, making a loss for the year to June 30 last of £335,000, 
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compared with a profit of £6,000 in the previous year.) In recent weeks the 
pace of disclosures has quickened ominously; the gloomy story has been 
relieved only by the news that Anglo-Auto Finance had declared a dividend 
of 15 per cent, instead of the 10 per cent forecast earlier in the year. S. J. 
Claye, the HP subsidiary of the Charles Roberts engineering group, has 
reported losses of perhaps £500,000. Wood Hall Trust (in which Samuel 
Montagu has a substantial interest) has written off the whole of its original 
investment of £175,000 in the Peter Long HP group. Easterns, the furniture 
retailers that control Belmont Industrial Finance, have set aside £300,000 
against bad and doubtful debts incurred in the past year. Federal Con- 
solidated Investments, an independent finance house that has advertised 
widely for deposits, has been openly seeking outside help—so far without 
success. ‘The Charterhouse Group has announced that its HP subsidiary, 
Charterhouse Credit, had incurred ‘“ substantial bad debts’”’. Lombard 
Banking, one of the largest finance companies and one that is not (yet) 
linked with a big bank, has admitted that after providing for all losses and 
doubtful debts its 1960 profits will show “ some diminution ” on those for 
1959 (though it reaffirmed that it expected to pay a final dividend of 94 per 
cent for the year, as foreshadowed at the time of the rights issue last March). 
Mercantile Credit, another of the biggest companies (in which the West- 
minster and Martins banks each have a 20 per cent interest), has reported 
a fall in group profits for the year to September 30 last from {2,134,000 to 
£1,634,000 (despite an increase in total assets from £55 millions to £72 
millions) and a cut in the year’s dividend from 15 per cent to 12} per cent; 
it has also given a warning that current profits “‘ are running appreciably 
below last year’s level”’. Another of the biggest companies, Lloyds & 
Scottish Finance (jointly owned by Lloyds Bank and the National Com- 
mercial of Scotland and reckoned to be one of the more conservative houses), 
has reported profits of £3,001,000 for the year to September 30, which 
indicated approximately the same rate as the {2,276,000 reported for the 
nine months to September 30, 1959, although total assets had risen from 
£71 millions to £100 millions over the year. North Central Wagon 
(wholly-owned by the National Provincial) has reported a fall in profits 
from £1,580,000 to £874,000 in the year to September 30, but it is main- 
taining its dividend at 20 per cent. Forward Trust (wholly-owned by the 
Midland and its Scottish subsidiary), which increased its total assets from 
£13 millions to £29 millions—and its borrowings from its parent banks 
by nearly £5 millions—in the year to October 31, has shown a fall in profits 
to £35,000 from £556,000 in the preceding eighteen months and has passed 
the ordinary dividend (it paid a rate of 224 per cent per annum a year ago). 

The part that bad debts have played in this taie of gloom and disappoint- 
ment has undoubtedly varied greatly from company to company. Signi- 
ficantly perhaps, the two biggest companies that have so far issued full re- 
ports—Lloyds & Scottish and Mercantile Credit—accord first place to the 
rise in money rates during their trading year: Sir Mark Turner, indeed, 
puts the increased cost of Mercantile Credit’s borrowings during the year 
at £400,000. Since the terms of each HP contract are related to the 
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conditions ruling at the time when it is signed, the profit margins of finance 
houses (like the profit margins of discount houses) inevitably tend to be 
squeezed when money rates rise; this may be especially true of the bigger 
houses with strong banking links, which usually raise their finance by lines 
of credit from the banks or by deposits from institutions or large private 
investors at rates that must closely reflect those current in the bill market. 
Conversely, these same companies stand to gain most from the fall in 
money rates that has taken place in recent weeks. As the second cause 
of the sharp fall in their profit margins both companies mention the intense 
competition—which led to widespread cutting of lending rates—during the 
period of decontrol. Bad debts are accorded only third place: Mr Ian 
Macdonald of Lloyds & Scottish said that though the provisions needed 
to cover bad and doubtful debts had increased, the present level would 
have been regarded “ about average ”’ before the war (representing, appar- 
ently, less than 1 per cent of the company’s total HP paper). Among the 
smaller companies bad debts have almost certainly taken a much bigger 
toll of profits—if only because many of these companies have taken on 
business that the bigger groups had turned away. 

It is difficult, however, to assess the true extent of such bad debts—partly 
because of the widely differing ways in which bad debts are calculated. 
(Bad debts in any case can relate only to business taken on some time in 
the past and it is not really relevant to relate them, as many companies do, 
to the current total of paper outstanding.) Some companies take action to 
secure repossession fairly promptly after payments slip into arrears; others 
let the debtor continue to fall into arrears for some considerable time in the 
hope (not always forlorn) that the contract will eventually be honoured. 
Again, some companies sell the car or appliance immediately upon reposses- 
sion for the best price they can obtain, others hold them in stock in the 
hope that second-hand prices will recover before too long. In consequence, 
a company that discloses a larger loss than another need not necessarily 
have incurred a bigger proportion of bad de':ts (though, admittedly, the 
chances are that it has); it may merely have taken action to convert a loss 
that would not show up immediately in its accounts into one that would. 


Protection by Government Decree ? 


Within the industry it is naturally tempting to lay the blame for its 
present discomforts at the door of the Government. Certainly the reim- 
position of terms control at the end of April—after, as it now appears, the 
market in cars and consumer durables had already turned—has aggravated 
its difficulties, notably by reversing abruptly the growth in HP debt 
and by sending second-hand car prices to new depths. But, though it 
would probably have preferred a minimum deposit of 25 per cent and a 
maximum repayment period (for new cars) of three years instead of the 
20 per cent and two years actually imposed, the industry made no attempt 
to disguise its relief that the Government had been forced to lay down 
the minimum terms for trading that it had not been able to enforce itself. 
Thus the charge against the Government is not that it reimposed controls 
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in 1960 but that it removed them entirely in 1958 (with no public murmur 
of dissent from the industry), thus initiating an orgy of unrestrained com- 
petition in lending, the scars of which may remain on the balance sheets 
for many years to come. In substance this charge may be justified, but 
not for the reasons advanced by the finance houses. Almost certainly, 
the pace of growth in total HP debt in this country—from £488 millions 
in October, 1958; to £937 millions in April, 1960, and £961 millions in 
July, a total rise of no less than 97 per cent—was too hot for the stability 
of the economy. Similarly, the reduction in total debt from the peak of 
£961 millions reached last July to £945 millions at end-October has occurred 
at a time when the manufacturing industries most affected by HP sales 
were already working well below capacity. It is certainly arguable that 
the Government should have retained some control and thus moderated 
the pace of expansion. But it is a totally different proposition, and one 
that raises very profound points of principle, to assert that it should have 
retained controls primarily to protect finance houses from the consequences 
of their own unbridled competition. Indeed, as Mr Maudling reminded 
the industry last month, the Government has no power to use HP restric- 
tions for such a purpose. ‘“‘ Powers to restrict hire purchase ”’, he stated 
in last month’s debate on the motor industry, “ are limited to using them 
in cases where we need to restrict excessive credit. Once we see the 
excessive credit situation disappearing, we no longer have the legal power 
to restrict at all”. Undoubtedly, there is a case for the Government’s 
acquiring such powers and for prescribing minimum standards for HP 
contracts; but that case is not as self-evident as the finance houses seem to 
assume—and the minima should be set at levels that leave ample scope 
for healthy competition within the industry. 

The finance houses, in short, should not look to the Government to lay 
down the conditions for sound trading that their own prudence should 
prescribe. If any repetition of the excesses of 1958-60 is to be avoided, 
the finance houses will have to adjust their own business practices. A first 
step in the right direction was announced at the end of November when 
six of the leading houses (Bowmaker, British Wagon, Lombard, Mercantile 
Credit, North Central Wagon and Lloyds & Scottish) agreed to become 
joint owners of Kemp’s Gazette and to centralize therein information about 
the credit-worthiness of debtors already available to them individually. 
The notable omission from the list, of course, is United Dominions Trust, 
the biggest of all the finance houses, which in a last-minute outburst of 
individualism contemptuously refused to join in. Its contempt seems 
misplaced. ‘The wonder is why this step—which goes only a small way 
towards current American practice—was not taken much earlier and why 
its announcement was handled in such a ham-fisted way. The losses now 
coming to light reflect very badly on the standards of management of 
many HP companies in the recent past. If those standards are to be im- 
proved it is desirable that the companies have access to better information 
about credit status. The HP houses’ present hangover, like many another 
hangover, should prompt a firm resolution to be more careful next time. 
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Apartheid and the 


Siege Economy 


By JOHN MARVIN 
Editor, Financial Mail 
JOHANNESBURG, mid-December 


UR policy is not to kill industry with our ideologies. It is to 
assist private industry using the minimum of interference.”’ 
The great head of white hair topped a kindly expression. 
Dr Verwoerd, guest of the Industrial Development Corpora- 
tion at its twenty-fifth anniversary, was making a gesture of goodwill, 
appropriate to his Referendum triumph. Then as he passed into the Afrikaans 
passages the smile of a man really at home spread across his face. He 
mentioned Malaya and congratulated the Industrial Development Corpora- 
tion on the synthetic rubber project. He referred to Ghana and jokingly 
appealed for chocolate containing no cocoa. He was on top of the world. 

There is nothing of the rabble raiser in his manner. He could be a kindly 
predikant coaxing an awkward Sunday school class, or a patient professor 
explaining to a bunch of freshmen something that ought to have been plain 
to the meanest intelligence. But he has persuaded many of his followers, 
and apparently persuaded himself, too, that God preserved his life in order 
that he might complete his work. Those who invest in South Africa—even 
those who play the market on gold price rumours—should understand what 
he believes that work to be, and the consequences it may hold. 

The vote for a republic was won on a programme that called for unity 
between the two White groups: ‘‘ because once we have that we can solve all 
our other problems ’’. It was an unexceptionable concept distinguished by a 
line too fine for most eyes to see from an alternative version, ‘‘ let the White 
groups get together to hold the Bantu down ”’. At that time there was also a 
widespread talk—which Government spokesmen did nothing to contradict— 
that in their hour of triumph they would make substantial concessions to 
the under-privileged which could not be announced before the Referendum 
lest they be read as concessions from weakness. Two and a half months 
have now slipped away. It is possible to assess just what concessions Dr 
Verwoerd’s Government does have in mind. 

For the English-speaking community there is less than nothing. The 
authorities thought it appropriate to deport the Bishop of Johannesburg 


19 











almost as the voters were entering the polling booths. Measures for con- 
trolling the press—and they refer in practice only to the English language 
press—are almost certainly in preparation. The tightening of Government 
control over the educational system continues. So do the needling changes 
of English place names to Afrikaans alternatives. Again, it was widely 
reported during the election campaign that the Government would soon 
invite a few English-speaking businessmen to join the Government benches 
in the Senate and perhaps even to join the Government itself. Few of any 
standing could have been tempted. But there are just two or three faces that 
have since seemed to grow lorger as the weeks slipped by. 

The Coloureds are the crux of the political matter; really big concessions 
towards them were openly mentioned. These people with no close affinities 
with the Bantu (they are largely the descendants of Malay slaves and their 
White masters) are the natural allies of the Afrikaners. They are largely 
Afrikaans speaking. They also provide a fair amount of skilled and semi- 
skilled labour in a land where craftsmanship and dexterity are scarce. Many 
of the Cape Nationalists hoped the Government would soon allow them to 
be represented in Parliament by people of their own colour and would 
exclude them entirely from the adverse effects of job reservation. Dr 
Verwoerd has ruled otherwise. His decision ranks with the dismissal of Dr 
J. H. Moolman, spokesman of the Cape Wool Growers, as a further humilia- 
tion for the Cape Nationalists and as confirmation that the Pretoria-Bloem- 
fontein axis still rules the country. 

There are, nevertheless, a few changes in the official attitude towards the 
Bantu which may be important some day. Count among the concessions that 
Mr de Wet Nel, Minister for Bantu Affairs, has delayed compulsory pass- 
carrying for Bantu women beyond the prearranged date of December 1, 
and that a reform of the liquor laws is promised. There have also been small 
voluntary wage increases by numerous employers which have Government 
blessing. This may go further. The Chamber of Mines, among others, 
has not yet moved. But labour supplies are good and the Government has 
refused to push employers faster. | 

These changes leave the oppressive framework of apartheid unimpaired. 
Job reservation remains in full venomous force. It is difficult to find an 
intellectual Nationalist who has a good word to say for it, but that does 
not mean that it will go. In fact, there are determinations in favour of 
Whites and of Whites and Coloureds jointly. There is no determination 
setting any single job aside for Bantu. The Pass Laws for urban African 
men and influx control remain intact, though perhaps the police are en- 
forcing the law a little more tactfully. The urban Bantu remain without 
freehold title and therefore without security of tenure (there will, however, 
soon be one exception to this, for it is proposed to build a Bantu village on 
native trust land not far from Pretoria and to permit freeholds there). 
African wages remain horribly low and the Africans are still without direct 
representation on the boards that determine their wages. 

The situation is therefore still explosive. The longer African National 
Congress and the Pan-Africanists, driven underground but not out of 
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existence, hold their hands and gather strength, the bigger the explosion they 
will be able to make when the time comes. 

It is on the so-called “* positive aspects of apartheid ”’ that the Government 
is now moving and even pushing industry along. The proje:t for a fringe of 
industry just inside the White man’s lands, but using labour that will live 
in the reserves has been sharply whittled down to three industrial townships 
in those areas, but as curtailed decentralization of industry (as it is now 
called) it has been accepted by established industry, which has swallowed the 
threat of subsidized competition from still lower wage areas. A sum is also 
being set aside for starting three residential towns in the native lands. From 
these White industry will be excluded, and without White impetus at the 
start progress will be slow. ‘Things are, nevertheless, soon to move on 
the Bantu fringe. The contracting for these projects, the necessary works 
by the railways and the public boards should put orders and eventually 
money into the economy—but not yet. And these projects happen to coincide 
with very big expansion programmes by ISCOR, the nationalized steel 
undertaking, and SASOL, the nationalized oil and chemicals from coal 
undertaking, both to be largely financed from retained profits. 

Readers outside South Africa should understand, first, that it is a good idea 
to do something for the native lands, whatever the overall race policy, 
and, secondly, that doing it does nothing for the urban native. The Nationalist 
myth that the Black industrial labour force will pack its bags and move off 
to the reserves is nonsense. These natives are not tribal. Moreover, if they 
did go, industry and public scrvices would come to a standstill. 


Gold and Growth 


Border industries are, however, one growth factor in the economy; a second 
is the plans of ISCOR and SASOL,; a third is built-in growth on the mining 
side, which should swell public revenue and help the central reserves. It is 
certain that both gold production and Government tax and lease revenue from 
the mines will go on increasing for several years to come. Labour supply looks 
like continuing to be adequate. The present gold premium helps to the tune of 
about £3 millions a year. Paradoxically, a real lasting rise in the gold price, 
about which South Africans are dreaming with more justification now than 
usual, would probably on the short view curtail gold production and public 
revenue (though, of course, it would give the economy a boost through the 
share market). A higher gold price would make lower grades of ore payable, 
so that at some mines there would be less gold production and less profit 
from the same tonnage milled. Only the lives of the mines would be extended. 

Uranium and other atomic materials bring the Union about £50 millions 
a year. A stretch-out of the existing contracts might cost the Reserve Bank’s 
gold holding anything up to £25 millions. By the time these lines are printed 
it will probably be possible to see whether South Africa has been able to get 
either a loan or a prepayment arrangement in exchange for a stretch-out. 
In that way the impact on the reserves could be offset. 

Three “bullish” factors—decentralization, expansion by nationalized 
industry and gold—should not be allowed to obscure the fact that the Union 
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is now economically in a tight place. Since Sharpeville, South Africa has 
lost a little less than half its gold reserve—down from £150 millions to £86 
millions. It is even more distressing that after the dust has died down 
capital continues slowly to flow out. The current loss is in the range of £2 
millions to £3 millions a month. If it gets no worse the import restrictions 
recently imposed should cover it, but if the Western world suffers a recession 
and commodity prices fall further it will get worse. Export earnings this 
year have been high. 

It might then be necessary for the Reserve Bank to use the IMF or to look 
more closely at the loopholes in the exchange control regulations. The interest 
rate weapon may also come into play, but the Reserve Bank is most reluctant 
to apply it, partly because of the dominant voice of agriculture, partly because 
industry, after a surprisingly good year (ending June 30 for most companies), 
is now scratching for business and needs a stimulant rather than a curb. 
Whether the decision of various industries to disinvest in Africa would be 
reversed by a moderate move in interest rates remains to be seen. 

The forecasters of Stellenbosch University, who have often been right, 
though sometimes for the wrong reasons, found themselves foxed this year 
and produced three alternative forecasts. ‘The middle one, which they 
preferred, was for a small current surplus of £14 millions in 1961, coupled 
with a continued outflow of capital, so that reserves might drop by between 
£10 millions and £20 millions next year and South Africa scrape through 
without recourse to import control or other stringencies. But matters have 
got worse since they wrote and import cuts have already been announced. 


Manning the Economic Battlements 


A drift towards something much nearer to a siege economy seems likely. 
Recent speeches by Dr H. J. van Eck, respected head of the Industrial 
Development Corporation, have been on the lines that South Africa does not 
really need foreign capital and even that the foreign capitalist is not always 
welcome. Such speeches make sense only on the assumption that Dr van 
Eck really believes that the foreign capital cannot be obtained. Industry 
likes higher tariffs and is easily reconciled to reduced import licences. ‘The 
new restrictions may help the motor trade to clear its stocks. 

There are, however, three things that South Africa cannot do as it mans the 
economic battlements. It cannot inflate except to the extent that inflation 
also goes on through the rest of the Western world, because it dare not raise 
gold mining costs. Gold may be only 10 per cent of the economy, but some 
10 per cents are more equal than others; gold subsidizes the economy by 
bearing disproportionately high taxation and by buying equipment which 
carries import duties. Agriculture is subsidized. Industry is granted 
protective tariffs. South Africa must also adhere to the established rule of: 
letting the foreign capitalist bring his money in and take it out as he pleases 
—unless indeed Dr van Eck is really right. 

A collapse of confidence is the trouble. One of the main methods chosen to 
put it right is a high-powered public relations effort backed by the South 
African Foundation, telling the world that South Africa has been 
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misreported and misunderstood. There have, indeed, been a few cases of in- 
accurate reporting (it would be surprising if every article written about 
South Africa had been exactly right). But the general picture carried in the 
English press does not seem to have been wrong. One of the lines now being 
quietly plugged towards the English press is, however, false. Dr Verwoerd 
is not the prisoner of his own extremists and about to break loose in the 
pure air of the Republic. With the single exception of Dr Albert Hertzog, 
whose anti-English outbursts must be a serious embarrassment, the Prime 
Minister is the extremist of the extremists. 

He has, nevertheless, delivered to his followers all he promised them. When 
he returns, as he probably will, from the next Commonwealth Prime 
Ministers’ Conference with his republic accepted, and South Africa remaining 
unconditionally a member of the Commonwealth for just as long as it wishes 
and not a day longer, he will look to his followers—the Transvaal farmers are 
the backbone of them—more like a heaven-sent leader than ever. 


Yet he will come back to a set of problems which he cannot solve. The 
advice and the moderation now coming from Dr D. H. Steyn and the 
Economic Council is good. But the collapse of confidence springs from 
matters on which the Prime Minister believes he cannot give ground. Racial 
bigotry has destroyed the confidence of the foreign investor in South Africa 
and has destroyed the confidence of the would-be immigrant that it is a 
good place to go to. The first Bantustan—Pondoland—is already falling 
apart, because of land hunger and because the inhabitants will not accept 
the chiefs selected by the Department of Bantu Affairs—whatever you 
may read about Russian agents being landed out of submarines. African 
resistance, urban and rural, is not cowed and the Coloureds who might have 
been the allies of the Whites have been alienated. 

There is no alternative government in sight and without one there can be 
no major change in economic policy, for economic policy and racial policy 
in South Africa are one. Dr Verwoerd was probably right when he fore- 
shadowed a political realignment into Conservative and Liberal groups, and 
he probably guessed that liberal thought will take long to build up. Thinking 
Nationalists are thinking hard. They are mixed-up kids, much more than the 
United Party people are. So the Nationalist Party is shedding its intellectuals 
slowly and may possibly shed some of its rank and file in the Cape, but not 
elsewhere. The United Party, which accepts most of apartheid, had only 
one real plank—resistance to the republic—and that has been swept away. 
Its members will be unhappy, for they adhere to what some of them call 
the British way of life. By this they mean that their religions are tolerant 
and their philosophy admits of negotiation, whereas South African Calvinism 
is austere and authoritarian; but they have no real alternative policy to offer. 

On the left the number of people who have no use for apartheid—or any 
other sort of hate—is gaining strength, but chiefly among the intellectuals. 
It is probably strong enough now to lose the United Party some seats 
without gaining many for the Progressives. The outlook is for continued 
Nationalist government, continued trouble spots and increasingly rigorous 
suppression. 
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Electronics in Banking: 


The Phase of Action 


Two years ago, on the eve of what he 
nowcalls the “‘ phase of decision leading 
to action”’, Mr 7. D. Cowen surveyed 
the basic problems of applying electronic 
techniques to banking in Britain. He 
now describes the important conclusions 
they have since reached, leading up to 


the introduction of the ‘‘ actual hard- 
ware’; he then looks to the future. 
Mr Cowen is a general manager of 
Barclays Bank and chairman of the 
Electronics Sub-Committee of the Clear- 
ing Banks. His earlier article appeared 
in The Banker im January, 1959.—kp. 





By J. D. COWEN 


IVE years have passed since the Electronics Sub-Committee of the 
Clearing Banks held its first meeting. Looking back to-day, one 
can see that the first three years were spent, and actively spent, in 
. the accumulation of knowledge, in the assembling of facts and figures, 
and generally in the study of the possibilities of electronics in banking, of 
the difficulties in the way, and of the potential means of overcoming them. 
In a word it was a period of definition. During the past two years the 
same processes have continued, as they must to the end, but in addition 
the banks have been able to reach certain firm conclusions leading to 
action. This second phase can therefore not improperly be described as 
one of decision. 

The changeover may be seen as just one aspect of a general crystallization 
of ideas on both sides of the Atlantic. It is one thing to define what you 
want to do, and to envisage ways in which that might be achieved; it is 
quite another to decide zm vacuo precisely how you propose to do it. The 
sight of equipment actually at work has had a wonderfully clarifying 
influence on the thinking of all potential users. 





Computers on Order 


The first major.step towards the new book-keeping was taken by Barclays 
Bank, who in August, 1959, announced the purchase from EMI Electronics 
Ltd of an EMIDEC 1100 computer, for delivery in twenty months. This 
step has been followed at intervals by at least four others of the leading 
clearing banks, so that five computers in all are now known to be on order 
for British banking. Of these five, four are of British make and one its 


24 





ne 
ne 
in 
4S, 


of 


he 


on. 


as 


On. 
Ou 


he 
ng 








o 


t 
x 
ee 
Soe 
Pi 
ee 
ere 
e: 
os 
a 
ry) 
x 


American. The main factors common to all alike are that they are general- 
purpose computers taken from production lines, and not therefore specially 
designed for banking applications; and all are computers of medium size. 
In most other respects, such as speed, type of storage, date of design, and 
other major factors, they vary widely. 

Differences of this kind are, however, of secondary importance. What 
is really significant about this action by the most forward of the banks is 
that they have independently satisfied themselves that economies are prob- 
ably to be obtained in the field of branch book-keeping by the use of 
computers alone, without waiting for the perfection of the very difficult 
techniques involved in the creation and handling of “automatic” cheques. 
In other words, they plan to keep these computers fed by means based in 
the first instance on a single manual process. ‘The methods to be adopted 
will vary. Barclays is known to be planning a centralized system, with 
a computer-centre in London carrying the accounts of a group of local 
branches. In this case the entries will be transferred simultaneously from 
the branches to the centre by Telex cable, as is already being done by the 
Bank of Scotland in the very advanced book-keeping centre that bank has 
installed in Edinburgh, though the work at the centre is not yet being 
carried out by computer. Lloyds Bank, on the other hand, is understood 
to be intending to install its computer to serve in the first instance a single 
office, its Pall Mall (Cox’s and King’s) branch, which is known to be 
maintaining over 60,000 current accounts, many of them calling for recur- 
ring periodical adjustments in respect of Army rates of pay and allowances. 
A business of such magnitude and complexity conducted under a single 
roof is much more like what is commonly found in banking in the United 
States, and is, of course, a tailor-made situation for the introduction of a 
computer, though the equipment could in due course readily be expanded 
to serve the requirements of other branches. 

This process of applying electronics to book-keeping may be expected 
to extend over an ever-widening field in British banking: a start can be 
made here without waiting for final solutions of the very tricky group of 
problems still associated with the introduction of magnetic ink character 
recognition. There is indeed every expectation that the first computers 
will be running in several places in double-harness with the normal book- 
keeping methods before the year is out. If all goes well, more than one 
of the banks may by then be using their computers on live work, without 
duplication in the branches. 


Magnetic Ink Character Recognition 


In December, 1958, the American Bankers’ Association announced the 
adoption for inter-bank use in the United States of the type-fount known 
as E-13B. This type-fount had been under development by American 
manufacturers under the auspices of the ABA over a considerable period. 
In view of the intense competition that exists between the business machine 
manufacturers in America the story of the successful development and 
standardization of this type-fount, involving the closest co-operation between 
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banks, manufacturers, and printers, can only be seen as one of the great 
commercial romances of all time. The decision was not taken until after 
the completion of an extensive series of field trials; but even then it was 
impossible to see any installation employing this common machine language 
actually doing live work on the maintenance of current accounts under 
normal banking conditions. All through the spring and early summer of 
1959 the most conflicting reports kept coming through from the United 
States on the overall success of the undertaking. At this time many 
bankers could be heard emphasizing the practical difficulties that had been 
encountered in attempting to get something going; and it was not until a 
series of visits was undertaken in the early autumn by a number of members 
of the Electronics Sub-Committee that the picture began to clear. Even 
at that stage a number of bankers on the East Coast were found to be 
pessimistic, especially over difficulties in printing; but the Jeremiahs were 
proved wrong when the visitors reached California, where the Bank of 
America was seen to be successfully maintaining current accounts at com- 
puter-centres on a system which, in its general outlines, bore close resem- 
blance to the ideas already formed in this country. From that moment 
onwards the British banks were assured that, given enough experience and 
drive, the whole concept was a viable proposition, and that the job could 
be done. 


Choosing the Type-Fount 


The reports of the returning travellers put the clearing banks for the 
first time into the position of being able to make a choice free of the 
haunting uncertainty of eventual success. Meantime, however, two other 
type-founts, associated with alternative systems of reading, had made their 
appearance on this side of the Atlantic. In England EMI Electronics 
Ltd were working on a type-fount devised by themselves named FRED, 
while in France the Cie des Machines Bull had made great strides with a 
type-fount and reading system of their own called CMB. Both these new 
systems were still in varying stages of development, and though Bull were 
able to show a sorter of their own design, EMI had nothing comparable 
to offer. High claims, naturally, were made for all three systems by their 
sponsors, and it became a matter of the utmost importance to the Electronics 
Sub-Committee to be able to get behind the sales talk and look at the 
prospects through the eyes of scientists. It was clear that if the clearing 
banks were compelled to get into the business of automatic reading at the 
earliest possible moment there was only one competitor in the field, for 
the American manufacturers had already gone into production; but if there 
was still a little time in hand it might be that the FRED or CMB systems 
had some potential in the way of major benefits to offer, of which the 
banks might all too soon regret that they had not taken advantage while 
the choice was still open. 

It was for this reason that the National Physical Laboratory accepted a 
commission from the banks to make a technical evaluation of the three 
alternatives. With the greatest co-operation on the part of all concerned, 
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on both sides of the Channel and of the Atlantic, this was achieved within 
six months. The report, founded as it was on information freely given in 
strictest confidence by the different manufacturers, did not by its very 
nature, as a simple matter of good faith, admit of publication. But it was 
available to the banks in their final reckoning, along with their accumu- 
lated knowledge of other factors. 

In the result they concluded that there was insufficient evidence that 
any significant advantage was likely to be obtained by waiting longer, and 
that any other choice would involve a further delay in the availability of 
equipment, a delay that would have to be measured in years rather than 
months. In these circumstances the Electronics Sub-Committee recom- 
mended to the Committee of London Clearing Bankers the adoption of 
E-13B, and the recommendation was accepted on December 1, 1960. 


Cheque-Sorters for Trial 


Fully eight months before that, it had been announced by Lloyds Bank 
that it had placed an order with Burroughs Corporation for a cheque-sorter, 
the first piece of equipment of its kind to be ordered by any British bank. 
This equipment, as designed, could work only on the E-13B type-fount, 
and it was a bold gesture on the part of the bank to commit itself to so 
expensive a piece of machinery without any certainty that it would prove 
to be compatible with the choice of a common machine language which 
the Committee must in due course make. The bank clearly stated, how- 
ever, that it was determined to get a cheque-sorter into its possession at 
the earliest possible moment in order to carry out trials and experiments 
in the field of paper-handling without delay. This was in itself an objective 
of the first importance, and on any view the placing of the order was a far- 
sighted move. In the event the selection has proved to be fully compatible 
with the common machine language now chosen; but the bank’s action was 
at no time felt by members of the Electronics Sub-Committee as the 
slightest embarrassment to their freedom of choice. 

Within less than a fortnight after publication of the joint adoption of 
E-13B Barclays Bank announced that it had arranged to take on hire from 
IBM United Kingdom Ltd the first example of an IBM sorter to become 
available in this country. It is known that the object of this action is to 
obtain the use of the sorter for the purpose of experimentation, and those 
concerned believe that the period involved in the necessary trials is likely 
to be not less than one year from the date of delivery. 

The field of choice for intending purchasers of cheque-sorters is much 
narrower than is that for computers. At the present moment sorters 
designed for bank work are being offered from America by IBM, Burroughs, 
and National Cash Register. Of these, the Burroughs and NCR machines 
have both been demonstrated in this country, but the IBM sorter has not 
yet been seen here, though it has been shown in the United States, and 
indeed an admirable forerunner (which was never put into production) 
was on view over three years ago. Accounts are now also coming to hand 
of a fourth model, developed by National Data-Processing Corporation of 
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Dallas; but it is believed that so far no one from the British banks has had 
a sight of this equipment. 

On this side of the Atlantic, Machines Bull have under development in 
France a much improved version of a prototype sorter they built some 
years ago. ‘This promises to be a first-class piece of engineering, and is 
scheduled for demonstration in the autumn. It is designed to incorporate 
the Bull reading system, but the company has announced that it will be 
adapted to read any variety of type-fount that may be required. In this 
country at least two sorters are under development, but one still lacks a 
reading-head, while the other has not yet left the laboratory stage. 

From the varied sources from which the banks are now ordering the 
major items of equipment it will thus be seen that the freedom of choice 
in the selection of equipment, which the Electronics Committee from the 
first set out to secure, has been safeguarded. ‘The Committee has con- 
sistently refused to take decisions, or make recommendations, binding on 
all the clearing banks except to the minimum extent required to enable 
them to continue clearing each others’ paper. 


Filling the Code-Line 


There are plenty of other matters with which the Committee has had to 
concern itself, first and foremost the composition and lay-out of the mag- 
netic code-line, which will appear along the lower edge of every automatic 
voucher. Here the Americans have had a simpler problem to solve than 
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have the clearing banks. In the first place because the minimum length 
of a cheque in the United States is slightly longer than the minimum in 
this country; and in the second place because cheque serial numbers are no 
longer generally used in bank accounting there. In consequence, the British 
banks have had to contrive to fit five separate pieces of information (as 
against four) into a cheque length of 6 inches (as against 6} inches). This 
has extended their ingenuity to the utmost, but the solution is now agreed, 
though individual banks may have their own reservations on the sufficiency 
of the number of digit spaces allotted to certain items of information. 

This information will be expressed in five groups of figures, separated 
from one another by symbols marking the changeover from one group to 
another. ‘The space available has now been finally allotted as follows, 
reading from left to right, which is the opposite direction to that in which 
the reading-head will scan the line: cheque serial number (6 digits), bank 
and branch number (6 digits), account number (7 digits plus 1 check digit), 
transaction code (2 digits), and amount field (11 digits). The transaction 
code is intended primarily to indicate to the reading-head whether the 
transaction is a debit or a credit; but with a two-digit symbol rather more 
elaborate information, such as the nature of a credit (cash, dividend, or the 
like), can be conveyed. The remaining groups are self-explanatory, pro- 
vided it is understood that for the purposes of the machine all accounts 
will have to be identified by number, and not by name. This means that 
every account in a branch will in due course require a number of its own, 
and this process has already begun on a small scale in several of the banks. 

The precise positioning of the code-line on the surface of the cheque is 
a technical matter involving a number of considerations; and a certain 
amount of redesigning of the lay-out of the document will in any case be 
inevitable. Agreement has been reached here, too, except for one out- 
standing point on the extent of the vertical tolerance to be permitted for 
the placing of the line. This is a field in which the interests of printers 
and machine-makers are in direct conflict, the former seeking the greatest, 
and the latter the least, degree of permissible tolerance. Nevertheless, 
this rather thorny little problem is under active examination, and agreement 
may be expected before long. The banks will then be in a position to 
make a formal announcement covering in detail every aspect of the code- 
line, and a great step forward will have been taken. 


Cheque-Paper 

For the purpose of automatic sorting, the physical qualities of British 
cheque-paper have assumed a new importance. It has not yet been estab- 
lished, and no manufacturer is prepared to guarantee the fact, that American 
sorters will give a satisfactory performance using our present paper. Speci- 
fications for the format of cheques, and for the paper of which they are 
made, constituted in fact one of the very first subjects to come under the 
consideration of the Electronics Committee. When, however, it emerged 
that sorters were from the outset being designed to accept documents of 
sizes varying within the limits already laid down by the rules of the Clearing 
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House, and furthermore that it was planned to sort mixed batches of 
paper, including punched cards, it was felt that one of the worst bogies 
in sight was already well on the way to being scotched. Now that the 
actual hardware is becoming available, and practical tests can be made on 
more than one type of equipment, the question of paper specifications has 
again raised its head in a subtler form. American cheque-paper is funda- 
mentally different from British; it is harder surfaced, and above all stiffer. 
These are qualities that make it better adapted to automatic handling than 
is ours. The differences are not superficial; they stem from the very 
method of manufacture, for American cheque-paper is made from wood- 
pulp, the British from esparto grass. British cheque-paper, on the other 
hand, is spongier and is believed to give a higher degree of security, but 
one may be tempted to wonder whether one would not gladly exchange 
the extra margin of that admirable quality for the particular advantages 
enjoyed by the American product. 

Another feature to be taken into consideration is the effect of printing, 
and in particular the background of security printing, on the performance 
of cheques in the sorter. All these are topics on which much remains to 
be learned, but which are vital to the attainment of a sufficient degree of 
reliability in performance. A good deal of spade-work has in fact already 
been done, and the continuance and extension of the investigations will 
certainly now become a first charge on the attention of the Committee. 
But it does appear that if the British banks are to take advantage of American 
ingenuity and development in the field of automatic sorting some modi- 
fication of their paper is likely to be necessary. 


Two-pronged Attack 


When the Committee has ploughed through these labours, what will still 
remain to be done? One final task at least can be foreseen: that is, the 
drawing up of precise specifications for the type-fount, for the lay-out of 
the code-line, and for the required dimensions and content of all paper 
destined to pass through the automatic side of the Clearing House. A set 
of instructions to printers will also be necessary. This material will have 
to be published in a convenient form, and the responsibility for such 
publication must rest with the Electronics Committee. That will in itself 
be quite an onerous undertaking, and it may well be that the Committee 
may decide to seek technical assistance in a task requiring specialized 
engineering and printing knowledge. 

Meanwhile the banks can now be seen to have mounted a two-pronged 
attack on their problems, a converging advance in a pincer movement 
based on one flank on the use of computers (without employing automatic 
cheques), and on the other on the introduction of automatic sorting (without | 
any necessary contact with a computer). At present the two prongs are 
hardly in any sense in contact; but in time it can be foreseen that their | 
fields of action will spread to cover the intervening ground, and ultimately | 
to offer to those banks willing to accept them all the advantages of a fully 
integrated data-processing system. 
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Australia’s Dear Money 


Experiment 


By A. D. McKEE 


ARMIDALE, N.S.W., end-November 


HE tough measures taken by the Australian Government in mid- 
November to restrain the domestic boom and strengthen the 
external balance have raised the debate on monetary policy in the 
Commonwealth to a new pitch of intensity. For Mr Holt, the 
Federal Treasurer, aimed his major blows at “ excess liquidity’, as the 
underlying cause of the crisis. The steps by which that “ crisis” evolved 
in 1960 can be charted fairly briefly. Inflation had been given a new 
boost by wage increases in late 1959 and early 1960. As a counter-measure 
the Commonwealth Government, encouraged by satisfactory reserves and 
improved drawing rights with the International Monetary Fund, decided 
to remove import licensing. Increased imports, it was argued, would 
stimulate internal competition, lower production costs and generally ease 
pressure on domestic resources. By August, budget intentions had crystal- 
lized on a tightening of about £30 millions* as a further restraining step. 
But within three months the disinflationary campaign was in serious trouble. 
The monetary stringency produced by declining overseas assets, Reserve 
Bank measures and the tighter budget were still failing to stem the sharp 
rate of decline in external reserves—from £452 millions in March to £362 
millions in October—and the largely associated rise in bank advances— 
from £935 millions in March to £1,092 millions in October. Two formal 
requests to the banks to reduce advances apparently could not overcome 
the strong pressure to purchase foreign goods. In the six months March- 
September the trade gap totalled £122 millions, compared with a surplus 
of £7 millions in the same period of 1959. In October the fear grew that 
the “ hump ” in imports had not passed and that, if reserves kept declining 
at the same rate, panic importing would set in to anticipate the possible 
reimposition of licensing. 
Naturally, the Federal Treasurer’s speech on November 15 concentrated 
on the “ excess liquidity ” in the economy, excess pressures here and there 








* All amounts in this article are expressed in Australian pounds (£A5 = £4). 
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in industry and trade (especially building and vehicles), the unforeseeable 
drop in wool earnings (the decline in August-September prices would 
suggest a fall of 10 per cent for 1960-61), and—gently phrased—the 
‘inability ’ of the banks to prevent importers’ insistence on using their 
overdraft facilities. Yet the unpalatable facts remain that the measures 
then taken represent the Government’s third major change in economic 
policy in nine months (after the February import changes and August 
budget); that a blunder was made in failing to forestall a strong rise in 
bank credit to finance imports; and that in its anxiety to stem the decline 
in reserves, the Government has rushed into far-reaching changes in 
interest rates, taxation and security holding requirements that merited calm 
consideration and consultation. It is disquieting to see a government 
announcing four months after the beginning of the financial year hastily 
conceived tax modifications leaving loose ends to be cleared up in a series 
of Parliamentary replies. 

Before discussing the actual measures announced by the Treasurer it is 
necessary to glance at the longer-term factors that brought about the general 
condition of excess liquid ty. Since 1955, bank advances have been subject 
to bzoad directives, which both governed the trading banks’ field of lending 
and (by ag-eement) set maximum interest rates on advances and on deposits. 
Until mid-November the maximum rate on advances was set at 6 per cent 
(with a specified average of 54 per cent), while deposit rates ranged from 
2} per cent for three months to 34 per cent for two years. Savings banks 
offered 3-3} per cent; at least 70 per cent of their funds must be invested 
in public securities (chiefly Commonwealth Government). On the other 
hand, financial institutions have been free to reap where banks may not 
sow, and on terms denied to them. In late 1960 such institutions were 
offering 4-5 per cent for money at call and up to 10 per cent for long-term 
deposits. Since there was nothing in tax law to prevent the interest paid 
being set against tax, a rate of 10 per cent with tax at 8s in the £ was 
effectively only 6 per cent. The lending of these institutions, moreover, 
has been subject only to sporadic and ineffective controls on direction and 
price. At the same time government securities have been held to relatively 
low yields: 5 per cent on long term has been the best offering to date. 

This situation could scarcely have been better designed for encouraging 
the rapid development of a “ second banking system ”’ outside the imme- 
diate impact of monetary policy, and able to some extent to thwart it. The 
ceilings on bank interest and bond yields helped financial institutions and 
others to attract funds from the public while the ineffective controls on 
their lending enabled them to expand their business rapidly at the expense 
of the banks. Thus the assets of instalment credit companies rose from 
£89 millions in 1953 to £364 millions in 1958 (an increase of 309 per cent), 
while the assets of trading banks increased only from £1,548 millions to 
£1,791 millions (16 per cent). As in many other countries, the success 
the authorities had in restricting the conventional money supply (its relation 
to gross national product fell from 68 per cent in 1951 to an apparently 
stabilized figure of 53-54 per cent over the years 1957-60) was defeated by 
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the rising velocity of circulation brought about by the activation of bank 
deposits by those institutions. Meanwhile, the government security market 
(despite the support provided by the Reserve Bank and the savings banks) 
was increasingly weakened, not merely by the equity boom but also by 
low yields offered in relation to the deposit rates of financial institutions. 
In sum, there is no need to cast about for reasons why monetary policy 
made heavy weather of trying to control the volume of credit. The Reserve 
Bank could squeeze only part of a balloon-like formation of institutions with 
credit-extending powers. 


The November Measures 


The new turn in monetary policy announced in mid-November was 
spearheaded by more specific directives from the Reserve Bank on advances 
(particularly to importers, speculators in land or shares, and HP finance 
companies) and by a general raising of the ceilings on advances rates—to 
a maximum of 7 per cent and average of 6 per cent. Trading bank deposit 
rates were raised to a maximum of 44 per cent on twelve months’ deposits; 
savings banks are to pay 34 per cent. Other measures included an in- 
terim arrangement (pending a final scheme) to limit the tax deductibility of 
interest on non-bank deposits; a decision to treat new issues of convertible 
notes as equivalent to share capital for tax purposes; proposed legislation 
to compel life assurance companies and superannuation funds to hold a 
minimum of 30 per cent of their assets as securities (20 per cent in Com- 
monwealth paper); and an increase in sales tax on cars from 30 per cent 
to 40 per cent. The glaring omission, or something best not discussed, 
concerned security yields; when trading banks are asked to pay 43 per 
cent on deposits, it can only be presumed that a rise in bond yields is in the 
offing.* Securities on a 5 per cent basis would be intolerable—even though 
they are a residual investment for trading banks beyond quantitatively limited 
advances and are eligible for inclusion in their liquidity ratios. The re- 
imposition of import licensing is thus left as the long-stop if imports should 
continue to thrive despite the measures taken to curb their financing and 
to reduce the pressure of total demand. The Government would be very 
loath to resort to licensing (and still more loath, of course, to resort to devalua- 
tion), not only because this would mean admitting defeat but, more im- 
portantly, because it would disturb the flow of overseas capital. 

All in all, this package deal should stand an excellent chance of curbing 
the “liquidity” aspect of the crisis (i.e. the growth in the operations of 
financial institutions) and a good chance of checking the decline in overseas 
assets. It is doubtful whether an increase in the maximum overdraft rate 
to 7 per cent will in itself be efficacious, since borrowers are unlikely to be 
troubled unduly by an increase in cost from 3.6 per cent to 4.2 per cent 
(after allowing tax). But the flanking measures must be added in—as 
well as the new determination that the banks have been instructed to bring 
to their task of forcing down advances. One is left wondering, however, 





* At mid-December medium-term bond yields had risen to approximately 54 per cent and 
long-term yields to 5} per cent. 
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how the new rate structure can answer banks’ protests about the squeeze 
on their earnings: advances at an average of 6 per cent and deposits at 
4-43 per cent on the face of it promise no better than the former 54 per cent 
to 24-35 per cent relationship, though security earnings should improve. 
The new measures are calculated to administer a serious check to financial 
institutions, particularly, perhaps, HP houses. On one side these houses 
will have to face the competition of higher bank deposit rates; on the other, 
the inability to set interest on additional deposits automatically against 
tax and the higher sales tax on cars (which account for at least half the 
new hire-purchase agreements) will eat into profits. Already in the closing 
months of 1960 financial institutions were short of wind, owing to the 
difficulty of attracting funds at a time of increasing monetary stringency; 
moreover, profits were falling and the rate of repossessions rising (currently 
it is about 6 per cent for new and second-hand cars). Not surprisingly, 
hire-purchase shares are the current Cinderellas of the stock exchange. 


Experimenting without a Guide 


Looking to the longer-term effects of the measures, it is clear that 
Australia is entering on a period of experimentation in intevest rates. 
Nobody can be sure of the outcome. Undoubtedly, there is a danger that 
bank interest rates will jam under the new ceiling, as they did under the 
old. ‘This danger exists because Australia’s money market is still relatively 
small. Certainly, any checks to growth and employment will probably see 
an end to present monetary restraints. But private and public demand 
for capital in Australia can be nothing less than intense in the face of 
population expansion. In a more relaxed monetary situation financial 
institutions will find new scope for their ingenuity, though it remains to be 
seen how well they can incorporate in instalment charges and terms the 
effective increase of two-thirds in the cost of their deposit funds. 

A moot question is how a regime of flexible rates will be brought about 
and managed by the central bank. The Reserve Bank has, of course, no 
mechanism for influencing interest rates comparable to that of the Bank 
of England or the Federal Reserve Bank of New York. The Australian 
bond market is much too narrow to stand heavy sales of securities by the 
central bank, and the Bank has no developed discount rate. Admittedly, 
it has a “‘ lending rate ’’* and the possibility of flexible interest management 
mainly reposes in its development and a continuation of the latterly improved 
relations between the Reserve Bank and the trading banks. It can fairly 
be considered as up to the banks to raise or lower their lending and deposit 
rates within the new interest ceilings according to the level of activity. 
Their co-operation, presumably, would be forthcoming provided their 
earnings were given reasonable consideration by the authorities. 

But since persuasion and willing co-operation are rarely sufficient in any 





* The well-known Act of 1924 gave the Commonwealth Bank power to declare a dis- 
count rate, but no such step has been taken. Since 1947 the central bank has from time 
to time lent: to. the banks to enable them to make up required special accounts and now 
statutory reserves/LGS minimum requirements. 
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money market—least of all perhaps the Australian—much reliance must 
be placed on the development of a discount rate proper. Here the American 
pattern seems more likely to be followed than the British. A tightening 
of reserve and liquidity ratios during business expansion could designedly 
force the trading banks to borrow from the central bank, whose increased 
lending rate might be reflected in banks’ own lending rates. 

In many respects this would only be an extension of existing practice. 
But such a successful extension must suppose the removal of the banks’ 
temptation to surrender securities for cash reserves. On another tack, 
already the Reserve Bank can be criticized for failing to bring its lending 
rate out into the open as a publicized discount rate. Even in the new era 
marked by its more informative 1960 Report, the Bank made no mention 
of the lending rate everybody knows it employs. Past secretiveness is 
understandable, since the Bank’s relation with the trading banks were 
delicate and there was little point in manipulating a meaningless discount 
rate for general derision. But now that it has growing real use, the time 
has surely come to foster its impact on the business climate. 

Granted the eventual advent of flexible interest rates and a guiding 
mechanism, will monetary policy be thereby rendered effective in its work 
of controlling the volume of money and credit ? Scepticism at once arises 
when one thinks of the co-operation necessary from other policies (especially 
fiscal), disturbances coming from the balance of payments, and the familiar 
experiences of monetary measures dampening inflation at the expense of 
growth and employment. It is still sadly true that many diehard sources 
of Australian inflation remain to thwart the adjustments that monetary and 
other policy seek to make. The machinery of wage increases; restrictive 
trade practices militating against fuller competition in a still relatively 
small economy; tariff-protected, and until recently licence-protected, 
industry; provision through relatively high prices for substantial retained 
profits to finance investment; payroll and sales taxes, causing sizeable 
differences between impost and price increase; non-taxing of capital gains 
in their various forms; sluggish productivity, especially in basic industries; 
a psychology of inflation and thus the prevalence of ‘“‘ hedging ”’ reactions 
—some or all of these are familiar Australiana. While many or all have 
their variants in other countries, in Australia they have some additional 
force (never satisfactorily explained) that has caused the rate of inflation to 
exceed that in any comparable economy. Orthodox monetary and fiscal 
policy can make no direct attack on such factors, so that their operation is 
only curbed, never cured, by restrictive measures during the tolerated 
periods of checks to growing production and employment. Consequently 
those of us who have been in despair of some solution to Australian inflation 
received new heart from the tax and institutional changes announced by 
Mr Holt. 

So much business resentment has been aroused by those changes that 
some explanation, if not justification, of them must be attempted. While 
conceding that in general all outgoings relating to the production of assess- 
able income should be allowed against tax, it is debatable whether this 
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principle rightly applies to the case of interest on company deposits. It 
must be remembered that financial institutions other than the banks have 
been free to attract deposits at uncontrolled rates and that their lending 
activities have escaped monetary policy; unless other action was taken 
there was a danger that the restraints imposed on bank credit would simply 
be offset by a further expansion in the business of these institutions. Con- 
trolling the asset-liability relations of financial institutions or the terms of 
their operations raises fearsome difficulties; since the Reserve Bank has 
no weapon to guide the pattern of interest rates, modifications of tax are 
an obvious expedient. More broadly, it may be argued that since the 
Government and the law have gone to immense trouble to regulate the 
setting up of banks and their essential function of soliciting deposits and 
lending, less formally constituted institutions should not be allowed to 
undermine this regulation. 

Most resentment has been caused by the limiting or ending of the 
deductibility, for tax purposes, of interest on new capital borrowings by in- 
dustrial and other companies. The taking up of convertible notes by 
institutions and other investors has been substantial in recent years and 
this form of finance seems appropriate where, as in many cases, important 
projects face early unremunerative years. In reply, however, it can be 
argued that a gap in tax law is not a desirable way to circumvent the 
undoubted problems of raising share capital on practicable terms; though 
it must be readily conceded that, having closed the gap, the Government 
should not wash its hands of the problems thus intensified. Be that as it 
may, businessmen have tended to sum up their feelings about the tax and 
institutional changes by asserting that the Government is being advised by 
‘“‘ academic, theoretical ’’ economists, unversed in the realities of business 
and finance and that the measures are “socialistic”. The first of these 
charges can be neglected here. On the second charge it may be pertinent 
to point out that while business has been pained by the “ socialistic ” 
moves of a Liberal Government, it is possible that some redrafting and 
strengthening of the rules of the game are indispensable for the healthy 
development of private enterprise and the market economy in Australia. 

The social aspects of the interest changes cannot, however, be ignored. 
The deep popular dislike of high interest rates in this part of the world is 
sometimes thought by overseas observers to be due to the fact that the 
Australasian has hatred of the “ money power” in his blood. There is 
something in this. But there is a more rational side: farmers, small 
businesses and home seekers have always had to turn to banks, so that the 
experience of paying interest for bank credit has long been familiar through- 
out the community. Admittedly, the situation is altering as industry 
spreads, as the economy and society develops, and as banks have less and 
less the appearance of solitary financial monarchs. Even so, the prospect 
of high and rigid interest rates could still be a disquieting source of social 
tension. In consequence, a political as well as an economic need in Aus- 
tralia is the speedy development of a guiding mechanism to achieve lower 
and flexible interest rates. 
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Horoscope for 1961 


HIS issue of The Banker marks the beginning of the seventh decade 
of the century. It also marks the fifth anniversary of this series of 
monthly commentaries on matters economic and financial. Harking 
back to the first of the series, the only words of enduring wisdom 
which I can claim to have uttered were words quoted from Professor J. K. 
Galbraith’s newly published book on the Wall Street slump of 1929, The 
Great Crash. ‘‘ No one, wise or unwise ”’, he there wrote, ‘‘ knew or now 
knows when depressions are due or overdue”. Looking back over the 
five years one can add a gloss to that. The five years unquestionably have 
brought a notable accession to the material prosperity of this country 
(amongst many others), a sufficient measure of the extent of which is the 
rise in the index of production (as recalculated on a 1938 base by the 
London and Cambridge Economic Service) from 154 in 1955 to 176 in 1960. 
What they have not brought, as it seems to me, is any improvement in the 
skill of our monetary authorities in controlling the ups and downs of trade 
and industry. Indeed, if one considers the year just ended, it would appear 
that we have not only landed ourselves into a particularly confused and 
contradictory economic impasse, but that the various authorities, institutions 
and academic economists whose task it is to think out and execute policy 
have landed us in a morass of doctrinal confusion without precedent. 
Consider the situation. Globally, the country is still in a state of over- 
fullemployment and excess demand. The production index, though no longer 
rising, is still running at its highest level. Unemployment is below 2 per 
cent and unfilled vacancies are not significantly less than the workers 
seeking jobs. Workers, almost throughout industry, are pressing for sub- 
stantial pay advances and are getting them. There is, it is true, this size- 
able patch of depression in the motor car and allied industries. These, 
however, have always been liable to much greater fluctuations than other 
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industries. In the circumstances, and particularly having regard to the 
serious deficit in the current balance of payments which has developed 
this year, it is difficult to see how the Government’s diagnosis of “ too 
much demand ”’ can be disputed or its remedy of “‘ credit squeeze ”’ rejected. 
This, however, is what the latest issue of the London and Cambridge Economic 
Bulletin does. The writer of its opening article, after admitting that “ the 
picture is one of considerable uncertainty and many conflicting considera- 
tions ’’, proceeds as follows: “‘ The balance of payments seems to call for 
definite action, but it is not clear what kind of action would really help when 
indirect effects are considered’”’. ‘This might seem to be a rather weak 
conclusion, but on one point the writer is clear: ‘‘ A reduction of the Bank 
rate seems appropriate rather than the traditional increase ’’. It is appropriate, 
apparently, because, in spite of the availability of increased stocks of efficient 
modern plant, output has ceased to expand—which “ might seem to suggest 
that the present policy of restricting demand should be eased ’’. * 


Recipe for Inflation 


This seems to amount to a flat rejection of the oft repeated assertion 
of the Chancellor and the President of the Board of Trade that demand is 
excessive. Yet surely the unemployment figures speak for themselves. 
Surely to get extra production, even from the efficient modern plant, would 
require some extra labour. Where is that to come from? Some at least 
of it could come from the motor industry, if that industry replaced its short- 
time working by a laying-off policy. If the state of the motor industry 
gets worse that may happen. But then the Bulletin wants simultaneously 
to give an individual stimulus to the motor car industry by relaxing the 
HP restrictions. 


I am bound to say that to relax the credit squeeze at the present time é 
seems to me an excellent recipe for fresh inflation. But it is odd that the © 
Bulletin writer prescribes a fall in the Bank rate and a relaxation of the HP | 


restrictions and has not a word to say on the remaining member of the trilogy 


of controls, the “ special deposits’. This at the present time is certainly the © 





* The writer did, however, go on to say that “ the tightness of the labour market and a 
the prospect of rising expenditure on fixed capital point the other way, so far as general © 


measures are concerned ”’.—EDITOR. 
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most potent of the three. ‘That is indicated by the fact that long- and medium- 
term rates of interest (as measured by yields on gilt-edged stocks) have 
failed entirely to respond to the two recent reductions in the Bank rate and, 
indeed, rose after the second reduction last month virtually to the highest 
level ever recorded in modern times. Special deposits may work as a dodge 
for keeping down the rate of interest charge on bank overdrafts and Treasury 
bills. But the true long-term rate is not fooled. It responds to the extent of 
‘squeeze ”’ and not to the “ suggestion ”’ of the Bank rate. 

The Bulletin writer, however, is not alone in choosing a fall in the Bank 
rate in preference to a reduction in special deposits. ‘The Chancellor and the 
Governor chose that course, too. They chose it in spite of the fact that they 
continue to think that demand is excessive and that the remedy for excessive 
demand is the traditional one of tighter money. Their action, too, seems to 
me to be odd. Why should Lord Cobbold, within a few weeks of saying 
that he believed in the Bank rate znd was not enamoured of measures like 
the special deposits aimed at curbing banking “ liquidity”, proceed to 
sanction cuts in the Bank rate, reducing it from 6 to 5 per cent and reducing 
the standard rate charged on bank overdrafts from 7 to 6 per cent? To 
help the Americans—but does it really do that, seeing that after the two 
Bank rate cuts our Treasury bill rate is still 2 per cent above the American ? 

However, I realize that I am now in a minority, perhaps not of one, 
but, at any rate, in a very small minority, in objecting to the reduction of the 
Bank rate. I do so because I cannot see how the reduction, which makes 
it cheaper to finance stock building, can help to cure the balance of payments 
trouble. Maybe the squeeze by itself, more or less arbitrarily administered 
by the banks, will presently be successful in doing that, but I should have 
thought that it would do it more quickly if it had the rate of interest on its 
side. It seems to me that even from its own point of view The London and 


Cambridge Bulletin has got its batting order wrong. If it wants to blow upa _ . 


basically inflationary system still further, it should have started with a 
reduction of the “‘ special deposits ’’, with the reduction of the Bank rate to 
follow later on. 


Hire Purchase —No Klondyke 


My view is that when the time does become ripe for relaxing the squeeze 
the first step should be a release of the special deposits and that this 
should take precedence of a lowering of the Bank rate. But what about the 
relaxing or withdrawal of the HP restrictions which the Bulletin also demands? 
Here I find myself much more in sympathy. The troubles of the motor 
car and durable industries were brewing long before the HP restrictions 
were clapped on at the end of April. This act on the part of the Government 
no doubt gave the industries in question a further downward push—but it 
also gave them a legitimate grievance and a colourable excuse for not having 
prepared for the collapse of demand, which they ought to have seen to be 
approaching. Whether or not the present is precisely the right moment for 
relaxing the HP controls, the authorities ought from now on to forswear for 
ever, or at any rate except in the direst emergency, the use of these controls 
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as a monetary weapon. It used to be the fashion in Labour circles to condemn 
the Bank rate as “a blunt instrument’”’. The Bank rate is a delicate and 
sensitive piece of mechanism compared with the HP controls as used at 
intervals in recent years to inflict a bloody nose on the same small group 
of industries which, as I have mentioned, are constitutionally liable to much 
greater fluctuations of demand than most industries. 

The hire purchase finance companies, too, have suffered a severe blow 
from the misfortunes of the durable industries, though, without wishing to 
be uncharitable, I must say that for the most part they have only themselves to 
blame for it. Certainly, it is difficult to believe that the extensive frauds 
running into hundreds of thousands of pounds could have occurred had 
proper surveyance been exercised over the car dealers involved. It has been 
estimated that the losses of HP companies arising from fraud and bad debt 
may have exceeded {10 millions in 1960. For many years the companies 
have prided themselves on the fact that their loss ratios have been insignificant 
and only a fraction of 1 per cent. That scutcheon will have been sadly blotted. 
The outstanding amount of HP debt has been running for many months 
now at between £900 millions and £1,000 millions and on that basis the 
loss ratio may well turn out to be above 1 per cent, and the year 1960 will 
have to be written down as the blackest in the history of hire purchase finance 
in Britain. It behoves all concerned—not forgetting the joint-stock banks 
which only two years ago joined in the frantic rush to this reputed new 
Klondyke—to take the lesson to heart. 
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And now what of the year now beginning? The first year of the much 
heralded “ sixties ’’ has turned out a dismal disappointment. Can we honestly 
expect better things of the first year of the seventh decade? Well, I don’t 
know why not. Despite all the special complexities and contradictions of the 
present situation, the most probable diagnosis is that what we are experiencing 
is just another of the recurring short-cycle shallow depressions that have 
been a feature of the post-war years. Incidentally, it is worth noting that 
America, too, has had her special complexities and contradictions in the 
past year, some of them being complementary to ours. We, for example, 
are suffering a slumping motor industry, but a still booming steel industry, 
while in America steel is in the dumps, but automobile production brisk. 
The explanation of the contrast, or part of it, is, of course, that, on the one 
hand, the new American “ compact ”’ cars are pushing out cars imported 
from Britain and other overseas countries and, on the other, that the steel 
imports from the United States required to enable our car manufacturers 
to cope with the production boom have been cut off, leaving the British steel 
mills able to meet the reduced requirements of the car makers, whilst still 
working (so far) at full capacity. 


Wages—Harsher Background 


Be that as it may, I confess to a hunch that in America the corner is 
now being turned. It is based on very little concrete evidence other than the 
strong recovery in Wall Street, which, in the first three weeks of December, 
raised the Dow Jones average by 20 points to 60 points above the 1960 low. 
If Wall Street is reading the omens aright, as it sometimes, but not always, 
does, if the tide of American industry is on the turn, then it would be reason- 
able to expect British industry to follow suit after an interval of a few months. 

On the basis of recent experience, this would seem a reasonable expectation 
—except perhaps for one circumstance, to wit the strong pressure for 
higher wages throughout British industry. That, one might say, is no new 
thing. What is new, however, is that this pressure is being exerted against a 
background of stable retail prices, of stable—that is, no longer increasing— 
production and productivity, and of falling exports. Today, for almost the 
first time since before the war, workers cannot plead justification for their 
wage and working hours demands in a rising trend of the cost of living. Nor 
can they plead that their wage claims can be met out of the rising productivity 
of industry. In most industries, at least, it would appear that the granting 
of wage increases will inevitably involve a rise in unit costs and in selling 
prices. In view of the fact that our balance of payments is already strongly 
adverse—the National Institute of Economic Research has estimated that for 
the year 1960 the deficit will be between £100 millions and £200 millions— 
that is obviously a serious prospect. Mr Selwyn Lloyd has commented more 
strongly than any of his predecessors at the Exchequer on the dangers of the 
wage situation. And Mr Anthony Barber, the Economic Secretary, put the 
position very clearly in a speech at Portsmouth last month, in which he 
said that the Government believes in free negotiation of wage rates between 
the two sides of industry, but that “‘ we have a duty to say as clearly as we 
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can that the country cannot yet afford increases of the size now being claimed 
so quickly after the last increases ’’. He said that what would happen on the 
wages front in the next few months would be “ of paramount importance ”’ 

Unfortunately, it is all too clear what will happen. There is no sign of any 
effective resistance to the wage pressure. In a few cases (shipbuilding ?) 
where the economic situation of the industry is particularly poor, employers 
may refuse increases and strikes may follow. Can we be sure that the em- 
ployers will not then be badgered and bullied into acquiescence by a Ministry 
of Labour that has no apparent contact with the Treasury ? 

What is happening now on the wages front underlines the lesson of the 
post-war years, that the standard monetary controls are ineffective in securing 
the due co-ordination of wage demands with the ability of industry to 
meet them without damage to the country’s economic well-being. Only in 
conditions of glaring financial crisis, such as in the autumn of 1957, do the 
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dangers of excessive wage claims strike home on the imagination of organized | 


labour. It almost seems that the armoury of monetary controls needs the 


addition of a device for engineering a phoney financial crisis—which indeed © 


the crisis of 1957 in a sense was—in order to impress labour with a due 
sense of peril. Failing that, the only alternative may be for a genuine crisis 
to develop. One always hopes, of course, that something will turn up 
to avert it. But the grim possibility that there is no other way out is a highly 
disturbing element in the horoscope for 1961. 
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BRITISH BANKS IN TOWN AND COUNTRY 


Lloyds Bank, Beaconsfield 


the architecture belongs to various periods of the eighteenth century 


and—if one could overlook the flow of traffic through the town—it woune : 


be easy to step back into that century. Beaconsfield has had its moments | 
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EACONSFIELD possesses very distinctive architectural qualities: . 
there is hardly a building out of harmony with the rest. Most of © 





of historical grandeur—John Hampden drilled his followers in the church- 
yard and Edmund Burke is buried in the south side of the nave of the | 


parish church. More recently G. K. Chesterton made his home there. 


However, its chief interest for the modern visitor is its country town archi- 7 
tecture: Lloyds Bank, the subject of this month’s drawing, is one of the 7 
many smaller buildings contributing to its attractions. ‘The bank stands at © 
a corner with the parish church behind, and is of timber framing with § 
brick infilling. ‘The top floor projects over the lower floor and there are F 
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Specially drawn for The Banker 
by Geoffrey S. Fletcher 


picturesque Gothic-style windows, those on the gable end being built out 
from the wall on wooden brackets. To complete the agreeable effect of 
this charming ‘“‘ Bank House” there is a deep porch and brick chimney 
stacks with the familiar Tudor outline. The colouring of the building is 
delightful: warm reds in the brick and tile, brown timber, white painted 
woodwork in the windows. 
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RADCLIFFE UNDER SCRUTINY 


Money Substitutes and 
Monetary Policy 
By A. LAMFALUSSY 


HE Radcliffe Report, as a whole, has had a rather mixed reception; 
but no part of it has called forth more sceptical remarks than the 
one that insists upon the rdle played by the “ whole liquidity 
position’ (as opposed to the money supply) in checking the 
development of effective demand. Sir Dennis Robertson has been sar- 
castic,* Sir Roy Harrod highly critical,t and even those who seemed to 
acknowledge the growing importance of close substitutes for bank deposits 
felt uneasy about the lack of clarity of the concept of overall liquidity.{ 
Some later articles, however, have displayed a more favourable attitude.§ 
This essay discusses some theoretical problems raised by the Report’s 
attempt to distinguish between overall liquidity and money supply. Let 
us, however, make it quite clear at the outset what the essay is not about. 
It does not wish to find out what the authors of the Report may have 
‘really ’’ meant; nor does it wish to assess, through a statistical inquiry, 
the practical importance of a theoretical distinction between overall liquidity 
and money supply. Its sole purpose is to show that this distinction is 
meaningful, provided adequate assumptions are made about the way non- 
banking financial institutions are working; and to show that if these assump- 
tions properly reflect “ reality ’’, the distinction is of major importance for 
monetary policy. Most of the ideas to be put forward have already been 
expressed by Mr Rose in his article in The Banker; the originality of this 
essay, if any, lies in a more formal and explicit discussion of the problem. 


Money Supply and Effective Demand 


The British experience between 1954 and 1958 has shown that there 
may be a substantial and sustained growth in national expenditure in spite 
of the stability of the money supply. The relationship between the stock [ 
of money—cash plus bank deposits—and effective demand (which is | 


assumed to be represented by the gross national expenditure) is the starting 
point of our analysis. Economic theory over the last fifty years or so has 


Se — — - ——$—$—$—$_$—— 


* ** A Squeak from Aunt Sally ’’, The Banker, December, 1959. 

+ ‘‘ Is the Money Supply Important ? ”, Westminster Bank Review, November, 1959. 

t R. F. G. Alford and H. B. Rose: ‘“‘ The Radcliffe Report and Domestic Monetary 
Policy ’, London and Cambridge Economic Bulletin, December, 1959. 
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§H. B. Rose: ‘‘ Another Look at Liquidity ”’, The Banker, March, 1960; ‘‘ New Light : 


on Liquidity”, The Economist, March, 1960. 
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suggested two ways for establishing a link between the stock of money and 
the flow of expenditure. 

The first group of theories—Fisher, the various subgroups of the quantity 
theory and the Cambridge school—work out a direct link. They start by 
assuming that people have an idea of the money balances they want to 
hold in any given set of circumstances, including among these “ circum- 
stances ’’ the volume of spending transactions carried out (or planned) by 
the holders of the balances. It is obvious that these people will not be 
prepared to accept smaller money balances relatively to money expenditure 
—i.e. a fall in 4! (where M =the stock of money and D = total volume 
of spending)—unless they have some reason for becoming less liquid. 
Hence if all other things remain equal, a fall in ¥ should exert a down- 
ward pressure on their readiness to spend. This way of reasoning is 
obviously that of the Cambridge school; and while Fisher and his followers 
work out their theories in terms of the velocity of circulation of money, 
Sir Dennis Robertson is right in stressing that “velocity, the ratio ¥, is 
simply the inverse of the ratio }, the desired ratio of money stock to money 
income’”’. The concept of velocity has logically the same motivational 
basis as the Cambridge theories up to Keynes. ‘These theories could thus 
offer two explanations for an increase in spending despite the stability of 
the money supply. First, they could argue that at the beginning of the 
period people held money balances in excess of what they desired to hold; 
a fall in § has therefore been a welcome change in so far as it has brought 
their liquidity nearer to what they thought to be an ideal level. Now this 
sort of explanation can be valid only in an economy that is (or has been) 
subject to direct controls on spending: for it is only rationing (or building 
licences, or physical controls on imports) that can prevent people from 
adjusting rapidly their actual balances to the desired ones. In the sort of 
economic organization now predominant in Western Europe and in North 
America, which leaves spending decisions entirely free, I can see no reason 
why people should agree to hold excess balances for anything but a very 
short period. Secondly, the theories could argue that for some reason 
or other the desired ratio of money stock to expenditure has fallen; in 
other words, that people are quite happy about a higher velocity of circu- 
lation. The desire, for instance, for holding precautionary or speculative 
balances may have weakened. ‘This explanation, of course, has a more 
general validity. 

The second group of theories are associated with Keynes. The Key- 
nesian approach is an indirect one. Here, too, people are assumed to have 
a definite preference for liquidity in a given set of circumstances; and 
though there are important differences between this concept and that of 
the desired ratio 4, for the purposes of the present discussion we may 
treat the two concepts as being equivalent. In Keynes’s view, however, a 
fall in the stock of money when liquidity preference is unchanged will 
induce a fall in expenditure not directly but indirectly—by driving up the 
tate of interest. Hence the Keynesian explanation for an increase in 
spending in spite of a stable stock of money has to run on the same lines 
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as that offered by the quantity and Cambridge schools: the increase could 
have occurred only if the liquidity preference of the community had fallen; 
for had there not been a decline in their desire to hold money balances, 
people would have accepted a fall in the §} ratio only at the price of an 
increase in interest rates which ought to have checked, sooner or later, the 
growth of expenditure. 

Thus all current theories seem to be unanimous in explaining a fall in 
the ¥ ratio by a decline in liquidity preference. I shall try to show in 
what follows that this is not the only possible explanation (although it may 
be the right one in some cases); that people may be induced to hold less 
money (relatively to the flow of expenditure) without desiring to become 
less liquid; and that they may do this because holding less money need 


not necessarily imply that they are going to be less liquid. 


The Role of Near-Money Assets 


Let us begin by pointing out, in the most old-fashioned way, that being 
a medium of exchange is only one of the functions performed by money 
—and let us remind ourselves that we have defined money as cash plus 
bank deposits (by which we mean demand deposits). Money is also a 
store of value; it is also a bearer of option in that it gives the holder a unique 
freedom of choice. It may be held for precautionary or for speculative 
purposes. 


Now it is clear that in normal circumstances nothing but money can be — 
a medium of exchange. Time deposits and other sorts of near-money © 
may be only a little less liquid than money proper; but they are radically 7 
different as regards the possibility of being used as means of payment. | 
However liquid may be the shares of some building societies or term | 


deposits with hire-purchase finance houses, they are not media of exchange; 


one cannot draw a cheque on a time deposit or on a building society account. © 
On the other hand, there may be a whole range of near-money assets — 


that are highly liquid, in some cases as liquid as bank deposits. According 


to the Radcliffe Report, the liquidity of building society shares is very high 
indeed: “although one or more month’s notice is formally required, in © 
practice withdrawals may be made at much shorter notice, small or urgently © 
required sums being usually repaid on demand” (para 286). Similarly, © 
savings deposits with the Belgian Caisse Générale d’Epargne et de Retraite | 
(a Belgian savings bank) can be withdrawn, in principle, in small sums 7 
once a fortnight; in fact larger sums are repaid on demand at the bank's 7 
central office in Brussels. And then, there are, of course, all sorts of time ~ 
deposits repayable only at one or more month’s notice—in fact as well as | 


bac 


in principle. Even long-term assets, such as bonds or debentures, may 7 
be considered as highly liquid so long as they are marketable without a [ 
capital loss. It seems reasonable to assume that those near-money assets [7 


that are completely liquid (i.e. repayable, in fact, on demand) can perform | 
all the functions of money but one: they are as good a store of value and 7 
as good a bearer of option as bank deposits; but they are not media of F 
exchange. The less liquid near-money assets are less close substitutes for 7 
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money; but for some (say, precautionary) purposes people may be prepared 
to hold them instead of bank deposits. 

It follows that it may be possible to induce people to turn part of their 
money balances into appropriate near-money assets. How large a part 
will depend on why they want to hold money. If the only reason were 
to finance expenditure, no substitution could take place; but once we admit 
that part of the liquid balances will be required for other purposes, there 
is no reason why some substitution should not take place. Keynesian 
theory, of course, does not deny this possibility; but it stresses that such 
substitution involves a sacrifice of “liquidity” for the holder of the 
balances and that so long as his liquidity preference remains unchanged 
he will accept this sacrifice only if he can earn a higher rate of interest on 
the new assets. Now if the main line of argument of this article is correct, 
the requisite interest differential may be very small. So small indeed that 
a substantial part of money balances may be turned into near-money assets 
without requiring a rise in interest rates that would be large enough to have 
a significant effect on the rate of spending. 

In terms of the quantity and Cambridge theories, this boils down to 
saying that a shift from money to near-money assets will call forth a change 
only in the composition of the total amount of liquid balances. This change 
in composition, in turn, should leave the holders’ liquidity position 
unaffected so long as the balances needed for purely transactional purposes 
are completely covered by cash and bank deposits. As a result, actual 
balances will not fall short of the desired level and people will not be 
induced to slow down their rate of spending. 


Banks—No Clear Distinction ? 


The possibility of substituting near-money for money in liquid balances 
without affecting overall liquidity means that the dividing line between 
banks and other financial intermediaries has to be moved farther away 
from banks, so as to include among “ banks ”’ all financial institutions that 
are able to create adequate substitutes for money. Indeed, it is ques- 
tionable whether this dividing line is useful at all as a tool of analysis in 
the present state of our knowledge about the money-holding habits of the 
public. 

It is in the name of this dividing line that both Sir Dennis Robertson 
and Sir Roy Harrod in the two articles mentioned above accuse the Rad- 
cliffe Committee of faulty thinking. ‘“ Loans create deposits’ applies to 
banks; banks, unlike other financial institutions, create the stuff they lend. 
All other financial institutions are pure intermediaries: they lend what they 
get; an increase in their assets has no direct impact on their liabilities.* 
If this were so, there would certainly be no reason to attack traditional 
thinking on the grounds that there are more and more financial inter- 
mediaries. ‘The growing importance of these institutions could in no way 
make the economy more liquid; for if. firm or private person A buys a 
financial asset for money, thus enabling a non-bank financial intermediary 


* There may be an indirect impact through the ordinary investment-saving mechanism. 
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to lend money to another firm or individual (B), this would make no © 
stock © 


é¢ 


difference to the aggregate liquidity of the economy. Neither the 


of money ’’, nor the “ whole liquidity position’’ would change for the 


a 
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very reason that both of these phrases refer to the same thing. If the 


desire of both A and B to hold money balances remains unchanged, B would © 
increase his rate of spending and A decrease it; even if the two changes in © 


individual spending did not offset each other completely, the final effect on © 
aggeegate spending would be negligible. Keynesians would reach a similar ~ 
conclusion by assuming appropriate change in interest rates. Of course, if © 
meanwhile liquidity preference had fallen, spending would have gone up; © 
but this would have happened because of a change in liquidity preference © 
and not because of A’s lending money to B through a financial intermediary. ~ 

This neat reasoning, however, breaks down if we assume that (at least) © 
some of the non-bank financial intermediaries provide the public with © 
near-money assets that are nearly perfect substitutes for the money held in © 
excess of the strictly transactional balances. In this case there will no © 


longer be identity between ‘‘ stock of money” and the “ whole liquidity ~ 


position’”’. Let us think, for instance, of building societies offering shares 
repayable on demand. In this case, A may be induced—by a very slight 
interest differential—to buy these near-money assets. The building society 
will lend to B and B will be able to increase his spending. But A, in 
contrast with the example given in the previous paragraph, will not feel 
less liquid, and should therefore not reduce his flow of expenditure. The 
final result is likely to be a rise in the rate of aggregate spending. A slightly 
less clear-cut conclusion may be reached if we assume that the near-money 
asset is a less perfect substitute. In this case A’s spending may decline 
slightly, but this decrease is likely to be less than B’s increase, so that 
aggregate spending should still expand. 

It follows that the flow of expenditure may grow although the stock of 
money (cash plus deposits) remains stable, even if liquidity preference is 


unchanged. ‘The condition is that non-bank financial intermediaries should © 
be able to create appropriate near-money assets. In doing this, they cease, | 
of course, to be intermediaries: they become creators of near-money in | 


just the same way as banks are creators of money. 
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Their powers of creation, which formally resemble the ordinary “ pyra- 
miding ”’ of bank deposits, are, of course, subject to certain limits and 
conditions. First, there have to be near-money assets as liquid as bank 
deposits (or almost so), and people have to know this; but they are not 
supposed to ask simultaneously for massive repayment. ‘This is the same 
condition as the one on which the pyramid of bank deposits rests: although 
bank deposits are repayable in cash on demand, the “ creation ”’ of bank 
deposits is possible because it can be taken for granted that only a small 
proportion of deposits will be withdrawn in cash in any given period. 
Secondly, the stock of money has to be higher than the total sum of money 
balances necessary for performing the function of means of payment. If 
the two are equal, nobody will be able to buy near-money assets without 
feeling less liquid and, hence, setting into motion the traditional equilibrating 
mechanism. Thirdly, financial institutions willing to create appropriate 
near-money must not be prevented from doing so by their own, internal, 
rules of management, or by state intervention. They will, presumably, 
want to hold a certain proportion of their assets in the most liquid form, 
ie. in cash and in bank deposits. The level of this ratio will depend on 
the composition of their liabilities; the part of the liabilities repayable on 
demand or at very short notice will not be allowed to grow beyond a certain 
proportion of the total. This “internal” limit to the process of near- 
money creation is, of course, similar to the brake put by cash and liquidity 
ratios on the creation of bank money. 


Implications for Monetary Policy 


It appears, therefore, that if we make appropriate assumptions about the 
liquidity holding habits of people and about the way non-banking financial 
institutions are working, the total amount of liquidity held by an economy 
at any moment may well exceed the stock of money; and that the difference 
(made out of near-money) may increase through ordinary “ pyramiding ”’. 

An objection may be raised .at this point. Why all this fuss about a 
second multiplier, adding its effect to the traditional pyramiding of bank 
deposits ? It might seem much simpler to say that our analysis points to 
a widening of the definition of money; that the stock of money should 
include, besides cash and bank deposits, certain types of near-money. It 
is money that should be re-defined, not liquidity. ‘The whole discussion 
would then boil down to an empirical inquiry into the types of near-money 
that are thought of by people as being perfect, or nearly perfect, substitutes 
for money. 

Such a way of putting things may be misleading for several reasons. 
First, it would be embarrassing (from a purely definitional point of view) 
to include in the stock of money liabilities of financial institutions which, 
though highly liquid, are not media of exchange. This would go against 
the traditional use of the word ‘‘ money”. Secondly, near-money is 
created by financial institutions that are very different from banks. Com- 
mercial banks in most western countries follow more or less homogeneous 
tules of management; they can be dealt with as a more or less uniform 
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group of institutions. This does not apply to financial intermediaries | 
which display a bewildering variety. There is no possibility of merging © 
the creation of near-money with that of bank deposits into a unique ~ 
pyramid. Thirdly, the distinction between bank deposits and near-money © 
is of crucial importance for monetary policy. A check on the growth of © 


bank deposits in itself will not slow down an increase in the rate of spending, , 


for this increase can be “ financed ”’ by the creation of near-money. A fall : 
in the u ratio will, of course, put an end to the growth of expenditure : 


idan, by weakening the liquidity position of the non-banking financial © 


institutions; the brake will be similar to the one put on bank deposits by / 
the stability of the volume of cash. But just as ordinary monetary policy | 
remains ineffective so long as the actual cash holdings of commercial banks | 
are above the normal (or legal) ratio, so the stabilization of bank deposits 
will check the lending (and near-money creating) operations of the financial 
“‘ intermediaries ” only if these institutions have no excess liquidity. In 
assessing whether monetary policy may have a chance to slow down expendi- 
ture it therefore seems important to look at the liquidity position of all 
financial institutions that may be involved into the creation of near-money. 


Shots in the Dark 


All in all, this suggests that the stabilization of the stock of money by 
itself is a very clumsy weapon, the impact of which on the actual rate of 
spending is likely to be largely unpredictable. We already knew from 


established theories that liquidity preference may fall or—to put it into the | 
quantity theory’s jargon—that the velocity of circulation may rise because © 
of a weakening in people’s desire to hold liquid balances. And we also | 
knew that it is very difficult to guess when and by how much liquidity | 
preference may actually fall. Now it appears that the # ratio may decline © 
without the holders of liquid balances feeling less ned In principle, 7 
of course, it ought to be possible to find the limit of the near-money / 
pyramid in any given set of circumstances. But to do this in fact we must | 
know the full list of the near-money assets that are regarded by firms and [ 
private individuals as suitable substitutes for money; we must know, also, 
the volume of transactional balances that has to be covered, in any circum- © 





stances, by cash and bank deposits; and, finally, we must know the rules | 
of liquidity and the actual liquidity position of the financial institutions © 


involved. Only with the aid of such data would it be possible to find out [ 
how far the 5 ratio would have to fall in order to curb expenditure. In | 
the present state of our knowledge, no monetary authorities have such | 


information at their disposal. 


In an economy where there is a wide range of non-bank financial inter- | 
mediaries (producing a wide range of near-money assets), the dividing line | 
between “ intermediaries’ and creators of money or near-money may 7 
become so blurred as to become unhelpful as a tool of analysis. And 7 


without a dividing line of some kind, there seems to be little hope for 
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predicting, with a reasonable degree of accuracy, the impact of monetary 


measures on the rate of spending. 
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Banks and Businessmen 
in the Courts 


SOME LEGAL DECISIONS IN 1960 


By A SPECIAL CORRESPONDENT 


HE endless panorama of the Courts, the endless ingenuity of 

litigants, provide in every year so large a bulk of reported cases as 

to defy compression into a single article, even under a restrictive 

title: businessmen perhaps more than other sections of the com- 
munity go readily to law, and the cases in which they are involved, and 
which are therefore of prima facie interest to other businessmen, loom large 
in the law reports. One must therefore select even within our selective title, 
and here as in previous years those many interesting cases are ignored in 
which businessmen are concerned only as private citizens, a group which 
includes, for example, cases on wills and trusts, some of which were dealt 
with in a separate article in The Banker last September. Ignored also 
are the very specialized group of Restrictive Practices decisions, and this 
year, as last, tax decisions are reserved for the separate consideration their 
riotous complexity deserves; the bank manager’s club subscription and the 
case of Mr Hawkins’s earnings must therefore wait their turn. 

There is a great deal left, though conspicuously not within the banking 
part of our brief.* Last year it was suggested that the comparative dearth of 
banking cases in 1959 might have resulted from the banks’ preoccupations 
elsewhere. In 1960 the banks have again been far from idle; and the Courts 
have again seen little of them. In fact, the banks have been criticized in the 
recent past for their unwillingness to press their legal disputes to appeal, 
to the detriment of the evolving body of banking law. Either, their critics 
have said, do not bring the case at all, or, if you bring it and lose, fight 
for your principles all the way to the House of Lords. It is beginning to 
look as if the banks, after several adverse, and as some think misguided, 








* Ironically, just as this article was being passed for press Hedley Byrne & Co Ltd v 
Heller & Partners was reported in The Times (December 21). McNair, J, here held the 
bankers not liable in law for two careless and inaccurate bankers’ references; the case will 
obviously call for further consideration when the full report becomes available. 
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decisions in the High Court, have now accepted the first arm of the critics’ 
advice and are preferring to settle out of Court. 

However that may be, there is little of banking in the reports in 1960, 
and of that little the larger part is from overseas. The long drawn out 
battle of the bondholders of the National Bank of Greece was dealt with at 
length in an article in The Banker in November. From Australia to the Privy 
Council came Commercial Banking Co of Sydney v Mann [1960] 3 All ER 482, 
in which a fraudulent partner drew a cheque on the partnership account 
and with it obtained from the bank the Australian equivalent of a bankers’ 
draft. This he paid into his own account with the appellant bank; and when 
the fraud was discovered the defrauded partner brought this action against 
the bank for conversion. It was held, however, that the draft had never 
been the defrauded partner’s property, unless he ratified the whole trans- 
action, in which case, of course, there would have been no conversion; 
he could not ratify the issue of the cheque by itself. 

Gage v King [1960] 3 All ER 62 was an action for damages arising out of a 
car accident, an unlikely case to be a source of banking interest. But the 


plaintiffs, husband and wife, had a joint banking account, out of which the . 


husband paid various expenses in connection with his wife’s injuries. The 
principal question at issue was one of damages, but it was held, incidentally, 


that the fact that the expenses had been paid out of the joint account, as 7 
to the ownership of which there had been no special agreement between i 
husband and wife, was irrelevant in determining who was entitled to sue for 7 


them: the joint account arrangement was not meant to have legal con- 


sequences as between the husband and wife while both parties to it were ‘ 


living and the marriage was still in being. 


Contract—Seller Beware 


In the general field of contract law Ingram v Little [1960] 3 All ER 332 © 
turned on the difficult question of mistake, and the problem that arises © 
when one of two innocent parties must bear an undivided loss. Three 7 
ladies advertised their car for sale, and a man called at their house and offered — 
to buy it. When he took out his cheque book the lady who was handling | 
the transaction said that unless she could have cash the deal was off. The 
man protested that he was respectable, and gave what he said were his name 5 
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and address. A telephone directory was consulted, which confirmed that E 
someone of that name did in fact live at the address given, and the ladies then © 


parted with the car in exchange for a cheque. The man was, however, a | 


rogue, with no title to either name or address, and a few days later he sold the 
car to a dealer, who gave value for it in good faith. The ladies sued the 
dealer for damages for conversion. 

The principle involved in such cases is fairly clear; the application to any 


particular set of facts is not. If the fraud causes mistake as to the identity of j 
the party, then the contract is void; if, on the other hand it amounts only to [7 


misrepresentation as to the credit of the party, then it is only voidable. ‘There 
is a strong presumption that when two parties are face to face each intends 
to contract with the other. But Ingram v Little makes it clear that this is 
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no more than a presumption; the Court of Appeal held by a majority that 
the ladies had intended to contract only with the bearer of the name the rogue 
had assumed, that the contract was therefore void and that the rogue had 
acquired no title to the car which he could pass on to the dealer. And in 
his formidable dissenting judgment Devlin, LJ, pleaded for a Law Reform 
Act that would permit the Courts to apportion the loss in cases of this 
kind. ‘There will be few who would not support him in his plea. 

It was a different sort of contract that fell to be considered by the Judicial 
Committee in Hong Guan & Co Ltd v R. Fumabhoy & Sons Lid [1960] 
2 All ER 100. Here the contract was for the shipment of fifty tons of Zanzibar 
cloves ‘‘ subject to force majeure and shipment ”’, and in the event the shippers 
failed to fulfil the contract because their stock was not large enough to meet 
all their commitments. The Privy Council had no difficulty in holding that 
this did not amount to force majeure: had they held otherwise “‘ there would 
be no contractual force in the document, which would merely give an option 
to the vendor ”’. 

The Suez cases, the most notable cases of recent years on frustration of 
contract, have been carried a stage further. The Tsakiroglou decision and 
the decision in the Gaon case, both of which were mentioned in last year’s 
article, have been upheld in the Court of Appeal: the respective contracts 
were not frustrated by the closure of the Canal. But on rather different facts 
the contract in Société Franco-Tunisienne d’Armement v Sidermar SPA 
[1960] 2 All ER 529 was held to be frustrated: it had provided that the 
captain was to telegraph the charterers when the ship passed the Suez Canal, 
and in the circumstances Pearson, J, held that it was a term of the contract 
that the route should be by the Canal, a voyage by the Cape being here a 
fundamentally different one. The end is not yet; an appeal has been lodged 
against this new decision. 

In last year’s article particular mention was made of the implied warranty 
which Diplock, J, found in Compagnie Algerienne de Meunerie v Katana 
Societa di Navigatione Maritttma SPA. ‘The decision in that case has now 
been upheld in the Court of Appeal—[1960] 2 All ER 55—but on other 
grounds, the Court finding that no warranty could be implied. It is two 
years since comment was made here on Riverstone Meat Co Pty Ltd v Lan- 
cashire Shipping Co Ltd, in which McNair, J, held that a shipowner was not 
liable for the unseaworthiness of his ship caused by the negligence of a work- 
man employed by a reputable contractor. ‘That case went to the Court of 
Appeal, and their judgment, upholding McNair, J, was reported last January, 
[1960] 1 All ER 193. Notice of appeal to the House of Lords has been 
lodged, so the important principle involved is still open to be reversed. 


Masters and Servants 


From the Riverstone Meat case it is a short step to the array of employ- 
ment cases: the liability of the employer to the employee, of the master to 
the servant, is a matter that normally depends on the facts of the particular 
case, and the variations on the theme produce innumerable fresh cases 
each year. Orman v Saville Sportswear [1960] 3 All ER 105, for instance, 
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in which the. plaintiff, a production manager employed by the defendants, 
was paid a salary plus a bonus on each garment manufactured. In his absence 
through sickness the defendants paid him only his salary; but Pilcher, J, 
held that he was entitled to be paid the relevant amount of bonus as well. 
And another striking example of the variety of this branch of the law is 
Bartlett v The Shoe and Leather Record Ltd, The Times, March 29, 1960, 
in which the plaintiff had been editor of a trade paper and was summarily 
dismissed because znter alia he had engaged in journalistic work for another 
paper. McNair, J, a little surprisingly, held that the dismissal was justified; 
the private journalism undertaken was in the same field as the employers’, 
so that a conflict of interest might arise, while in any case outside work 
could not be permitted if it entailed a substantial drain on the employee’s 
time and energies. ‘The possible applications of this principle in other 
employment cases could produce some curious results. 

But, of course, the majority of employment cases turn on claims for 
damages for injury and usually involve consideration of safe and unsafe 
systems of work. In Quintas v National Smelting Co Ltd [1960] 1 All ER 104 
a short cut across a roof passed under a travelling ropeway on which material 
was transported. ‘There was a handrail which purported to prevent access, 
but this had been breached and a workman using the short cut was injured. 
Devlin, J, in holding the employers liable under section 14 of the Factories 
Act, 1937, emphasized that a fence to guard against accident must take 
account of human nature, and that in the circumstances before him even 
had the fence not been breached it would have been easy to step over, and 
so would not have exempted the employers. On the other hand, in Cherry 
v International Alloys [1960] 3 All ER 264, another action under section 14, 
the Court of Appeal upheld the finding of Gorman, J, that a truck on 
which a workman had been injured was not machinery in the terms of the 
Act, and that the employers were not liable for not having fenced the fan 
which caused the injury. 

Claims for damages very often arise, of course, in circumstances to which 
the Factories Act has no application, and a particularly interesting example 
was provided by Birnie and Others v Ford Motor Co Ltd, The Times, November 
22, 1960. Here the plaintiffs, press operators employed by Briggs Motor 
Bodies Ltd (a subsidiary of Fords), had been severely cut in handling pressed 
steel panels. ‘The risk of this type of injury was well known, and mittens 
and cuffs were issued and used, while the safety officer of the works strove 
constantly to improve their efficacy. The injuries on which the case turned 
had occurred in 1956, and since then further improvements had been made 
in the protective clothing, to an extent which the employees’ representatives 
agreed was satisfactory, these latest improvements having followed the 
appointment of an engineer to take charge of safety measures in all the 
defendants’ factories. Glyn-Jones, J, held that the defendants had in fact 
failed in their duty to take sufficient care; he believed that they had through- 
out taken precautions at least as good as, and perhaps better than, those taken 
by other employers, but had they earlier appointed an engineer as qualified 
as the man they eventually did appoint the injuries might have been prevented. 
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This decision, as the judge realized, amounted to a finding that all the 
employers in the trade had been negligent; and it raises the question whether 
the decision would have been the same if these unusually good employers 
had not in the end found a satisfactory form of protective clothing. It 
might have been, for in Dixon v Cementation Co Ltd [1960] 1 WLR 746, 
the plaintiff obtained damages from his employer when a nail which a fellow 
employee was hammering flew out and entered his eye, even though the 
plaintiff did not put forward any alternative method of dving the particular 
job: Devlin, LJ, said that, although an injured workman often would fail 
in his claim unless he could show how the work ought to be done, there are 
some cases in which he could fairly say “ there must be some other way of 
doing it that can be found by a prudent employer and it is not for me to 
devise that way”’. But in every legal action that hinges on the facts of the 
case there is seldom a certain answer to any question that can be asked; even 
in matters fairly closely regulated by statute the judgment of the Court must 
be at least to some extent subjective; and the accident cases, whether or not 
falling within the Factories Act, produce some very subjective results. 


Shareholders’ Liabilities—and Rights 


Turning now to a group of company law cases we find ourselves in a 
branch of the law which on the face of it is perhaps more firmly “‘ statutory ” 
than any other, but it is, of course, not entirely objective. Barclays Bank Ltd 
v IRC, the Court of Appeal’s decision in which was mentioned in last year’s 
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article, has now been to the House of Lords—[1960] 2 All ER 817—and that 
decision has been upheld: “ control” of a company within section 55 of 
the Finance Act, 1940, is exercised by the holder of a majority of the 
shares, even though he holds them only as the first named of a number 
of trustees and thus cannot vote otherwise than as his co-trustees permit. 
To criticize a decision in which the Court of Appeal and the House of Lords 
have concurred would be venturesome indeed; perhaps we may here content 
ourselves with remarking that it is easy enough to see why the Bank (or the 
clients they were acting for) persisted all the way and to take what con- 
solation we may from the fact that Lord Reid dissented from the majority 
judgment and Lord Denning, although finding with the majority, differed 
from them in his reasons. 

There have been two cases on section 209 of the Companies Act, sub- 
section 1 of which protects the shareholder who dissents from the decisions 
of the majority when an offer for the shares of the company has been accepted 
by the holders of 90 per cent of the shares and the offeror therefore seeks 
to acquire the remaining shares compulsorily. In re Sussex Brick Co Ltd 
[1960] 1 All ER 772, Vaisey, J, held that in order for the dissenting share- 
holder to succeed in his application to avoid the compulsory purchase it 
must be shown not merely that there are points in the offer that could be 
criticized, but that the scheme is “ obviously unfair, patently unfair, unfair 
to the meanest intelligence ’’; a scheme may fall short of “the highest 
possible standards of fairness, equity and reason ”’ and yet bind a dissenting 
shareholder. But the Courts are still solicitous to protect the minority 
holdings, and in re Bugle Press Ltd [1960] 1 All ER 768 the dissenting share- 
holder won his case. The facts were unusual: there were three shareholders 
in a company, and two of them, holding nine-tenths of the shares, formed a 
new holding company in which they were equal shareholders, and which 
then offered to buy the shares in the original company. The majority share- 
holders accepted the offer, and then sought to acquire the shares of the third 
shareholder compulsorily. He objected; and Buckley, J, held that in these 
circumstances (in which it will be noted that the two shareholders were 
seeking to expropriate the third) the usual rule that the onus is on the objector 
to prove unfairness could be reversed, and the majority must prove the 
fairness of their offer. This he held they had failed to do. 

Last year’s article ended with a case not strictly within the frame of 
businessmen’s interest, Ackroyd & Sons v Hasan, in which Winn, J, held 
that an estate agent’s entitlement to commission on introducing a person 
“prepared to enter into a contract”’ means no more than entitlement if 
that person does, in fact, enter into the contract. That decision, too, has been 
appealed and the Court of Appeal has affirmed it—[1960] 2 All ER 254— 
on the grounds that although the introduction was effected the seller never 
agreed to the terms of the proffered contract. Estate agents’ contracts have 
had a rough passage these last few years; the estate agents have struggled 
hard to establish their right to commission on introduction, but the judges 
have consistently refused to accept their arguments, and their (subjective) 
judgment in this matter is almost certainly in accord with public opinion. 
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AMERICAN REVIEW 





I'TH 1960 almost spent, 
economists and _ business 
observers last month were 
taking a look at prospects for the New 
Year—on this occasion with the addi- 
tional complication of a major shift in 
political control at Washington. ‘The 
more the political background is con- 
sidered, however, the more reassurance 
industry seems to be deriving; it is 
noteworthy that Wall Street, where the 
Dow average dipped below 600 again 
in early December, subsequently staged 
a vigorous rally. The market then was 
probably reflecting a widely-held view 
that the rather more distant prospect 
justified the assumption that inflationary 
trends would re-emerge. But there has 
been a general disposition to argue that, 
with such a finely-held balance between 
internal and external problems, Mr 
Kennedy must strive somehow to 
stimulate the economy without restor- 
ing “‘ inflation psychology ”’. His selec- 
tion of Mr Douglas Dillon as Secretary 
of the Treasury certainly seems to be 
intended to reassure the Conservatives. 
The most widely-publicized fear, 
around the time of the election, was 
that the gold outflow might force an 
early crisis in which the President 
would be obliged to change the dollar’s 
parity in terms of gold. But in mid- 
December the pressures on the dollar 
were looking, at least temporarily, 
easier; the consensus of business 
opinion seemed then to be that the 
co-operation of European Governments 
and central bankers, and the steps al- 
ready announced to reduce some 
federal expenditures abroad, would at 
least bring a breathing space. 
Since no immediate stimulus to 
business is yet in sight, the “ gentle 
recession’”’ of recent months will 
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seem almost certain to continue in the 
first quarter of 1961. (In November 
the FRB industrial production index 
dropped 2 points to 105.) One of the 
keys to subsequent improvement is the 
anticipated spurt in expenditures by 
federal, state and local governments on 
public works, social services and re- 
gional assistance schemes. In addition, 
defence outlays might easily rise by 
several billion dollars this year from 
the estimated level of $45,000 millions 
in 1960. Altogether, it looks as though 
the minimum gain on a round $100,000 
millions for government spending in 
1960 will be between $5,000 and 
$7,000 millions. Against this must be 
weighed a declining trend in total ex- 
penditures on new plant and equip- 
ment, now estimated by the Depart- 
ment of Commerce to aggregate $35,700 
millions for the entire year of 1960, 
against $32,500 millions in 1959. This 
assessment is materially below earlier 
expectations and, since experience sug- 
gests both under- or over-estimating, 
according to the prevailing trend, the 
initial dip in 1961 may also be sharper 
than is now forecast. Inventory changes 
over 1961 also seem likely to be lower 
than in 1960, where a_ provisional 
assessment puts the net addition at 
some $3,500 millions (entirely attri- 
butable, of course, to the upsurge in 
stocks in the first quarter of 1960). 


Cash Base Swells 


If unemployment can be contained 
at rates somewhat below those pre- 
vailing in recent months (at 6 per cent 
of the labour force) and wages rates 
continue their relatively slow but 
steady gain, it would seem reasonable 
to look for a further rise of about 
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3 per cent on the $328,000 millions 
level for consumer spending in 1960. 
With no great change in the mer- 
chandise balance of overseas trade in 
prospect, all this would suggest a gross 
national product closer to $520,000 
millions than the 1960 figure will be to 
the round $500,000 millions mark. 
But such projections, of course, are 
notoriously speculative, particularly in 
an economy as volatile as America’s. 
Meanwhile, the money market has 
been showing more marked signs of 
the vigorous steps the authorities have 
taken in recent months to expand the 
credit base. ‘‘ Free”’ bank reserves 
(balances above legal requirements, less 





member bank borrowings from the 
Federal Reserve) approached the $1,000 
millions mark in late November, when 
the full inclusion of vault cash as 
eligible reserves took effect. This was 
the highest level seen for several years 
and though no major change in 
monetary policy is looked for imme- 
diately, the Federal Reserve Board 
may find that the new reserve allow- 
ances complicate the assessment of 
prevailing pressures during the sea- 
sonal inflow of funds after the Christ- 
mas expansion of credit. Shortest- 
term rates were steady around 2.3 per 
cent; there was some downward pres- 
sure on longer maturity yields. 


American Economic Indicators 


Production and Business: 
*Gross national product (billion $) 
*Industrial production (1957 = 100) 
*Gross private investment (billion $) . 
*New plant and equipment — 3). 
*Construction (billion $) ; 

Housing starts (000 units) 

*Manufacturers’ sales (billion $) 
*Manufacturers’ stocks (billion $) 
*Merchandise exports (million $) 
*Merchandise imports (million $) 


Employment and Wages: 
*Non-farm employment (million) 
*Unemployment (000s) i 
*Unemployment as % labour force 

Hourly earnings (mfz) ($) 
Weekly earnings (mfg) ($) 


Prices: 








1959 1960 
1957 1958 1959 
Dec Aug Sept Oct 
443 444 482 — 5035 — -- 
100 93 105 109 108 107 #4107 
66.1 560 720 — 78 — —— 
37.0 305 325 — 36.9 — 36.9 
473 459 S63 S54 SSS S52 SSS 
na. n.a. 1,553 96.3 129.6 102.3 109.9 
28.4 26.2 29.7 30.8 301 299 — 
53.5 49.2 52.4 52.4 550 548 — 
1,625 1,362 1,362 1,487 1,623 1,609 — 
1,082 1,070 1,268 1,343 1 227 1,178 — 


Sas wae gee Jee ae ee | S25 


2,900 4,700 3,800 3,800 4,200 4,000 4,500 


45 Ge 5.5 5.5 5.9 7: 6A 


A 213 been et. meee: ge Bee 
82.39 83.50 89.47 92.16 90.35 90.85 90.48 





Moody commodity (1931=100){ High 442 407 372} 375 361 363 «355 

Farm products (1947-49= 100) 90.9 94.9 89.1 85.9 86.6 87.7 89.4 

Industrial (1947-49 = 100) 125.6 126.0 128.3 128.6 128.2 127.9 128.1 

Consumers’ index (1947-49= 100) 120.2 123.5 124.6 125.5 126.6 126.8 — 
Credit and Finance: 

Commercial bank loans (billion $) 93.9 98.0 110.8 112.0 114.7 115.4 114.8 
Commercial bank investments (billion $) 76.2 86.6 79.4 79.4 76.6 77.8 80.9 
*Money supply (billion $) al 135.5 140.9 141.5 141.5 139.7 140.4 140.6 
Consumer credit (billion $) 45.3 45.6 52.0 520 53.9 541 — 
Treasury bill rate (%) . 3.27 1.84 3.41 4.57 2.29 2.49 2.43 
US Govt Bonds rate (°/) 3.47 3.43 4.08 4.27 3.79 3.84 3.91 

Federal cash budget (+ or —) (mill a. 200 —7,300-8,000 —-+1,700 


US Treasury gold stock (million $) 


Notes.—Starred items are seasonally 
adjusted. Latest figures are preliminary 
or estimated. Yearly figures are given for 
gross national product, private investment 
and new plant for 1957-59 and then quar- 
terly figures at annual rates. Construction 
figures show monthly averages 1957-59. 
Manufacturers’ stocks, bank loans, con- 
sumer credit and gold stock show amounts 


22,781 20, 534 19,456 19,456 19,005 18 685 18, 334 


outstanding at the end of the period. 
Moody’s commodity index shows high 
and low 1957-59, and end-month levels. 
Money supply is daily average of demand 
deposits plus currency outside the banks. 


Budget figures are cash totals. 


Quarterly 


figures are throughout shown in the middle 
month of the quarter. 
bond rates are average for month or year. 


Treasury bill and 
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When business takes you to the East you 
will find a friend in every major port of call 
and at every important inland commercial 
centre—the branch manager of The 
Chartered Bank. He is familiar with local 
economic conditions and opportunities for 
British trade: he can help you in many 
ways to make your sojourn worth while. 
There are a hundred or more branch 
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managers of The Chartered Bank and its 
subsidiary, The Eastern Bank Ltd., 
actively promoting international trade in 
twenty-five territories from Cyprus to 
Japan. Their knowledge and experience 
sustain the extensive financial, advisory and 
credit information services, for merchants 
and manufacturers engaged in the Eastern 
trade, which are available at: 


THE CHARTERED BANK 


(Incorporated by Royal Charter, 1853) 
38 Bishopsgate, London, E.C.2 (Head Office) 


2 Regent Street, London, S.W.1 - 52 Mosley Street, Manchester, 2 - 28 Derby House, Liverpool, 2 


THE EASTERN BANK LIMITED 


2 and 3 Crosby Square, London, E.C.3 (Head Office) 


Associated Banks: The Irano British Bank, Tehran and branches. 


Allahabad Bank Ltd., Calcutta and branches. 
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ARGENTINA 


New Stand-by Arrangement — The 
Government of Argentina has entered 
into a new stand-by arrangement with 
the International Monetary Fund author- 
izing drawings up to $100 millions over 
the next year. The period of repayment 
to the Fund of previous drawings is to 
be extended to five years from the date 
of purchase—drawings of $42.5 millions 
approved in 1958 and $100 millions in 
1959 are currently being repaid. A 
comprehensive stabilization programme 
was introduced in 1958 and the new 
arrangement will provide foreign cur- 
rencies so that an orderly exchange 
market may be maintained—the ex- 
change rate has now been stable for 
over a year. Drawings may be unneces- 
sary since the country’s gross monetary 
reserves have been built up from $130 
millions at the end of 1958 to about 
$700 millions at present. The Govern- 
ment deficit has been reduced so that 
there will be no need to resort to infla- 
tionary methods of financing, and no 
further foreign short-term credits will 
be sought. 


$10m Ex-Im Loan—The US Export- 
Import Bank has made a loan of $10 
millions to the Government-controlled 
Industrial Bank of Argentina to finance 
the purchase of American equipment by 
small firms. 


AUSTRALIA 


Credit Squeeze Details—In a state- 
ment issued in the last week of Novem- 
ber, the Governor of the Reserve Bank, 
Dr Coombs, explained the part that the 
banking system is expected to play in 
the tightening of economic policy an- 
nounced earlier by the Federal Treasurer, 
Mr Holt. Liquidity restraints on the 


banks will be fully maintained well into 
1961, and the banks will be asked to 
scale down their outstanding loans. 
The statement listed eight types of lend- 
ing which the banks are to be particu- 
larly careful to restrict—for financing 
stocks, trade credit, consumer credit by 
retailers, building construction, other 
capital projects, investments in shares 
and unit land trusts and other financial 
dealings, real estate ventures and im- 
ports. ‘The Federal Treasurer hoped 
that the measures taken to correct the 
disequilibrium in the economy would 
make it possible to avoid re-imposing 
import controls. He pointed out that 
the Government would take any meas- 
ures that were needed “to take the 
possibility of currency devaluation out 








Mr Kazuo Nakatani 
President, The Mitsubishi Bank Ltd 
Tokyo, Japan 


of the realm of likelihood’. The Gov- 
ernment’s plan to raise the car tax met 
with keen opposition in the Senate. 
But an initial vote rejecting it was later 
reversed. 


Unified Company Law — Company 
laws in the individual States and federal 
territories are to be replaced by a single 
uniform code in the middle of 1961. 
Law ministers will meet in February to 
settle the final draft after hearing com- 
ments and criticisms from professional 
groups on a model bill introduced into 
the New South Wales Parliament in 
November. 


CANADA 


Second Budget— The Finance Minister, 
Mr Donald Fleming, announced im- 
portant tax changes last month designed 
principally to reduce Canada’s depend- 
ence on foreign capital. ‘The withholding 
tax on dividends received by foreign 
firms with wholly-owned Canadian sub- 
sidiaries was increased from 5 to 15 
per cent in the case of American firms, 
and it was announced that negotiations 
will take place with Britain and other 
European countries, previously exempt, 
“to impose the full 15 per cent in 
every case’’. Certain bonds will no 
longer be exempt from the withholding 
tax. To encourage Canadian invest- 
ment in domestic industry, mutual funds, 
if they are to qualify for a privileged 
tax rate as investment companies, must, 
by 1963, obtain at least 75 per cent of 
their gross revenue from dividends of 
Canadian companies, while pension 
funds will have to derive 90 per cent 
of their income from domestic sources. 
The 4 per cent surtax on investment 
income will no longer apply to invest- 
ment in Canadian securities. ‘To relieve 


unemployment, higher depreciation al- 
lowances were announced for firms 
setting up in areas of persistent unem- 
ployment or introducing processes new 
to Canadian industry; further public 
works and relief to companies paying 
income tax at the highest rate were also 
introduced. Finally, the Tariff Board is 
to be enlarged and the law to be inter- 
preted more strictly. Duty will have to 
be paid on goods if *‘ adequate facilities ”’ 
exist in Canada for their production 
within “‘ a reasonable period of time ”’. 
New Export Credits—A new organiza- 
tion is being established jointly by 
Canadian banks to provide short-term 
and medium-term credits with an upper 
limit of five years, for exports guaranteed 
by the Government’s Export Credits 
Insurance Corporation. ‘The banks are 
said to be providing an initial capital of 
$10 millions for the new organization 
with provision for loans of $100 millions, 
Increased Car Duties—New valua- 
tions for car duties imposed by the 
Canadian Government have resulted in 
the marking up of retail prices of many 
imported cars by about 10 per cent. 


CEYLON 


Oil Nationalization—The Government 
is introducing legislation to set up a 
state organization for importing and 
distributing oil. 
be connected with negotiations for the 


supply of most of the island’s needs | 


from cut-price oil of Russian origin. 


CUBA 


$1,000m Expropriated—The US State | 


Department has estimated the value of 
American investments expropriated by 


the Castro regime at just under $1,000 F 


millions. 











This move appears to © 
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With nearly 100 years of Banking experience 
and over 380 Branches and Agencies through- 
out the country, the Bank of New Zealand is 
able to offer practical guidance to those desi- 
rous of establishing business connections, or 
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developing existing contacts, in the Dominion. be 


Enquiries are welcomed by London Office and 
by the Trade and Information Section of the 
Overseas Department at Head Office. 


BANK OF NEW ZEALAND 


(Incorporated with limited liability in New Zealand in 1861) 
London Main Office: 1 Queen Victoria St., E.C.4 A. R. Frethey, Manager A. E. Abel, Assistant Managet 
Piccadilly Circus Office: 54 Regent St., W.1 Head Office: Wellington, New Zea 5 
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DOMINICAN REPUBLIC 


Withdrawal from World Bank—The 
Government of the Dominican Republic 
withdrew from membership of the 
World Bank last month and also ceased 
to be a member of the International 
Finance Corporation. Neither institu- 
tion had made any investment in the 
Republic; its stock in both institutions 
will be repurchased. 


EUROPE 


OECD Agreement—The agreement to 
replace the OEKEC by the wider Organi- 
zation for Economic Co-operation and 
Development at latest by September 30, 
1961, was signed in Paris in mid- 
December by the 18 OEEC countries, 


America and Canada. 


FINLAND 


EFTA Discussions—In trade talks with 
the Soviet Union held in the second 
half of November it was agreed that she 
should receive most-favoured nation 
treatment in the event of Finland joining 
the European Free Trade Association. 
The agreement also provided for the 
leasing to Finland for 50 years of part 
of the Salmaa Canal that passes through 
Soviet territory, and the setting up of a 
timber mill in the Finnish part of 
Karelia to process Soviet forestry pro- 
ducts. ‘Talks with the other members 
of EFTA on the possibility of Finland’s 
admission to the group have run into 
dificulties, partly because of the fear 
that indirectly this would confer benefits 
on Russia that the other signatory 
countries would prefer to withhold. 


GERMANY 


Differential Eliminated —In the 
middle of last month the Bundesbank 
took further steps to reduce the in- 
centive to transfer funds from New 
York to Frankfurt. It cut the rates on 
Treasury bills and bonds by } per cent, 
bringing the rate for 60-90-day bills 
down to 33 per cent, the rate for one- 
year bonds to 44 per cent, and the rate 
for two-year bonds to 4§ per cent. 
Since the Bank offers a premium of 
1} per cent on forward operations in 
dollars, the cut in bill rate effectively 
eliminated the interest differential be- 
tween Frankfurt and New York. 


Squeeze Eased—The credit squeeze 
was relaxed a little early in December 
when the reserve liquidity requirements 
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imposed on the banks were adjusted 
slightly. But a meeting of the Bundes- 
bank Council held in mid-month decided 
that there was no justification at that 
moment for making a further cut in 
the discount rate or materially altering 
credit controls. 


Advice from OEEC—A scheme put 
forward by the OEEC for solving Ger- 
many’s chronic surplus problem advo- 
cates greater efforts to step up long-term 
capital exports to bring them more into 
line with the surplus on current account. 


Spur to Investment—The Govern: rent 
has undertaken to introduce legislation 
in 1961 to encourage private capital in- 
vestment abroad by reducing taxation 
on the profits it earns. 


GHANA 


Local Cocoa Market—Arrangements 
are being made to permit locally-pro- 
duced cocoa to be sold to buyers in 
Ghana as well as in London, hitherto 
the market for the country’s output. 


HONG KONG 


Export Limitation Talks—Lord Roch- 
dale, chairman of the British Cotton 
Board, conferred with the Colony’s in- 
dustrial leaders on the Hong Kong- 
Lancashire Pact when he paid an “ en- 
tirely private’”’ visit at the end of 
November. Local associations of cotton 
weavers and spinners asserted, prior to 
the talks, that any efforts to renew the 
pact, which limits cotton piecegoods 
exports to Britain to 118 million square 
yards per annum until the end of Janu- 
ary, 1962, would be strongly opposed. 


INDIA 
Foreign Exchange Difficulties—The 


Finance Minister, Mr Desai, expressed 
continuing serious concern, in a state- 
ment to Parliament towards the end of 
November, that India’s foreign currency 
earnings were barely adequate to sustain 
the economy and meet other essential 
demands on resources for which nor- 
mally no foreign aid was available. 
Reserves were already down to Rs 1,411 
millions (£106 millions), and could not 
be further reduced—consequently it had 
become necessary to rely wholly on 
foreign assistance for financing new 
development plans. An all-out effort 
must be made, he said, to increase ex- 
ports and cut down imports. 








Financing Third Plan—The Minister 
disclosed that Russia, Britain, Germany, 
Canada, Japan and the World Bank had 
so far promised to provide only Rs 750 
millions (£57 millions) towards the ex- 
ternal cost of the Third Five-Year Plan 
starting in April. ‘This assistance was 
intended mainly to finance orders for 
plant and machinery which India had 
to place immediately, to keep the de- 
velopment programme on schedule. 


ISRAEL 


Into Common Market?—The Minister 
at the Israeli Embassy in London, Mr 
Miron, has said that it is most desirable 
that Israel should join one of the two 
European economic groups. ‘Though 
he stressed that there would be political 
advantages in linking up with EFTA, he 
thought that Israel’s economic interests 
would be served best by association with 
the Common Market. 


ITALY 


Stock Market Tumble—There was a 
severe break in stock market prices early 
in December, values in some cases falling 
to 25 to 30 per cent of their 1960 peaks. 


It was due in part to fears of recession ~ 


and in part to the growth of the idea 


that the previous boom had over-dis- 7 
but new 7 


counted growth prospects, 
buying, much on foreign 
steadied the market later. 


2,700 Miles 


account, 


the 
motorways, mostly toll roads, over the 
next ten years. 


LATIN AMERICA 


Bank for Economic Integration— 
Plans were announced in November to 
establish a Central American Bank for 
Economic Integration to assist and 
finance projects related to the integration 
of Central America. It will provide 
technical assistance to prospective bor- 
rowers for such projects and may also 
serve as an intermediary in obtaining 
credits from other financial institutions, 
The Bank will have an authorized capital 
equivalent to $16 millions to which El 
Salvador, Guatemala, Honduras and 
Nicaragua will each make an initial con- 


tribution equivalent to $2 millions; the 


of Motorway — The — 
Government has approved a bill for ~ 
-onstruction of 2,700 miles of | 
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United States will give financial assist- 7 
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ance to the Bank—$7 millions on its 
establishment and $3 millions in the 
following US fiscal year. Membership 
will be open to any other Central 
American country committing itself to 
substantial participation in the economic 
integration of the region. 


MALAYA 


Tin and Rubber Duties Up — The 
Federation’s Finance Minister, Mr Tan 
Siew Sin, announced increased export 
duties on tin and rubber in his budget 
statement and also indicated that the 
anti-inflationary levy on rubber exports, 
applied when the price rises beyond one 
Malayan dollar a pound, would be 
regarded as Government revenue from 
the beginning of 1961—previously it 
was returnable to producers when prices 
were low. The budget also raised a 
number of import duties but it lightened 
income tax by introducing more generous 
allowances for earned incomes. 


NEW ZEALAND 


National Party Elected—The Labour 
Government was defeated by the Na- 
tional Party at the general election at 
the end of November; Mr Holyoake 
heads the new government. <A ‘Tariff 
and Development Board has been estab- 
lished to review the customs tariffs in an 
effort to remove or substantially modify 
import controls, as the National Party 
is pledged to do. The deterioration in 
external payments during the past few 
months is causing some concern and 
atrangements are being made to borrow 
{25 millions abroad to fortify the 
reserves. 


{120m Aluminium Smelter — After 
months of negotiation, Consolidated 
Zinc of Australia has agreed to establish 
an aluminium smelter for Queensland 
bauxite in the Southland Province of 
New Zealand, where there is abundant 
cheap power. ‘The project is expected 
to cost £120 millions; ultimately the 
annual production of the smelter will be 
worth £40 millions. Guest, Keen and 
Nettlefolds is to set up a £1 million 
wire-drawing concern in the Dominion. 


NIGERIA 


Import Duties Imposed — Import 
duties on a wide range of goods, includ- 
ing bicycles, motor vehicles, clothing, 
shoes, textiles, beer, wines, spirits and 
cement, were sharply increased early in 
December, apparently to discourage 
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spending abroad and strengthen Ni- 
geria’s balance of payments. Protective 
duties were imposed on flour and sugar 
imports at the same time. 


NORWAY 


$25m World Bank Loan—Last month 
a second loan of $25 millions was made 
by the World Bank to help finance the 
Tokke hydro-electric power project— 
the largest in Norway. ‘The plant 
financed by the 1956 loan is expected to 
come into operation in June; the new 
loan will finance the construction of 
two further plants, doubling the capacity 
of the scheme. ‘The loan will be made 
available to the government-owned Elec- 
tricity Board which operates 20 per cent 
of the total Norwegian generating capa- 
city. ‘The total cost of the scheme will 
be about the equivalent of $58 millions, 
$33 millions of which will be met by 
the Government; it is scheduled for 
completion late in 1964. The loan is for 
25 years at 5} per cent, including the 
1 per cent commission allocated to the 
Bank’s Special Reserve. Ten American 
and two Dutch commercial banks are 
participating in the loan to the extent of 
$1.8 mullions, representing the first six 
maturities which fall due between the 
beginning of amortization in November, 
1964, and May, 1967, without the 
World Bank’s guarantee. This is the 
Bank’s fifth loan to Norway, bringing the 
total amount lent to $120 millions. 


SINGAPORE 


Income Tax Up—The budget state- 
ment for 1961, presented at the end of 
November, reduced personal income tax 
allowances and raised the maximum rate 
of tax on incomes exceeding $M 100,000 
to 55 per cent. It also raised the rates 
of assessment on rubber estates and 
inaugurated a system of registration fees 
for public and private companies and 
certain professional workers, for import 
and export declarations and for the em- 
barkation of passengers at airports. The 
Finance Minister, Dr Goh Keng Swee, 
emphasized the continuing need to keep 
the currency strong since without this 
no under-developed region could tackle 
the immense problems of economic 
development. 


SOUTH AFRICA 


Import Quotas Cut—The Minister for 
Economic Affairs, Dr N. Diederichs, 
announced at the end of November that 








the issue of import quotas in 1961 
would be curtailed—preliminary alloca- 
tions for goods freely available from 
local sources would be 25 per cent of 
basic allocations compared with 40 per 
cent in 1960, for goods not available in 
substantial quantities from local sources 
the new allocation would be 50 per cent 
of the permits that were issued until the 
end of August. Import permits for cars 
would be issued to replace sales, after 
taking account of the supplies in hand; 
the ban on cars costing over £800 would 
conunue. ‘The measures were necessi- 
tated by the uncertainty about the 
Union’s capacity to earn, and its ex- 
penditure of, foreign exchange next year. 


SWEDEN 


Divergence of Opinion—A conference 
of Government and industrial leaders 
heid in the second half of November 
produced such sharp contrasts in the 
interpretation of current trends in the 
Swedish economy that a group of ex- 
perts has been asked to try to reach an 
agreed view. Government representa- 
tives thought that the current boom 
was likely to continue well into 1961 so 
that the measures of restraint should be 
continued. Industrial leaders, on the 
other hand, argued that tax relief was 
now needed to help business concerns 
to overcome difficulties in export mar- 
kets and the tendency for the adverse 
effects on some major sectors of the 
economy due to the decline in world 
commodity prices. 


SWITZERLAND 


Optimism About Dollar— The 
Governor of the Swiss central bank, 
Herr Schwegler, expressed confidence 


that the dollar would overcome 


tion of Importers and Wholesalers at | 
the end of November. 


its | 
difficulties, in an address to the Federa- © 
He foresaw : 
vigorous American action to counteract | 
the present scepticism abroad, ee ; 






expanded exports, requests for reduced © 


discrimination against American goods, | 4 


SMC Se 


and appeals for greater allied assistance ~ 


in the under-developed countries. 


The © 


American deficit was bound to contract 7 
in the long run and consequently de- 7 
valuation of the dollar had nothing to 7 
commend it and could only be justified 7 
by the recurrence of a depression such 7 


as was experienced in the 1930s. 


TANGANYIKA 


Diamond Monopoly Broken—As from 


the beginning of 1961 the diamond 7 
prospecting monopoly held in ‘Tangan- 7 
yika by Williamson Diamonds, the com- 7 
pany jointly owned by the Government | 
and De Beers Consolidated Mines, will — 


end. 


The new legislation divides the | 


country into 24 blocks, each averaging | 


15,000 square miles, which will be = 


thrown open to reputable mining com- F 


panies. 


Exclusive prospecting rights in 7 


each block will apply only to diamonds; © 
Williamsons will have a prior choice of 7 


four blocks. 


Companies may apply for 7 
more than one block, on the condition 7 


pases 


that they spend more than £30,000 a | 


year on each. 


YUGOSLAVIA 


German Help for Dinar ?—Negotia- : 
tions have been proceeding on anf 


American proposal that West German 
banks should extend a stand-by credit 


to Yugoslavia for assisting the long- 7 


projected dinar stabilization plan. 











@:Bank of 
~ Pakistan 





With 152 branches it itiuaiins throughout 
Pakistan and foreign branches at Calcutta (India), 
D’Jeddah (Saudi Arabia), Baghdad (Iraq), and 
Hong Kong, the Bank is well equipped to trans- 
act Banking business of every description for 


those at present trading or intending to trade 


(Incorporated under the National Bank of 
Pakistan Ordinance No. XIX of 1949, and 
sponsored by the Government of Pakistan. 
The liability of members is limited.) 


ESTABLISHED 1949 


with these countries. 


Your enquiries will be welcomed by the London 
Manager at 


20 Eastcheap, London, E.C .3 
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60,000,000 | 


i Authorised Capital Pak. Rs. 
Issued and Subscribed Pak. Rs. 60,000,000 
N a t ; O n a Paid-up Pak. Rs. 15,000,000 © 
Reserve Fund Pak. Rs. 17,000,000 © 
Deposits Pak. Rs. 970,853,000 © 
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Alexanders Discount Company — Sir 
Antony Macnaghten has relinquished his 
post as manager, and Mr M. L. Creegen 
his post as assistant manager. Mr C. C. 
Dawkins has been appointed manager; Mr 
1. W. K. Smith to be deputy manager, 
and Mr M. H. A. Martin to be an assistant 
manager. 


Barclays Bank—Representatives’ Offices, 
New York: Mr A. S. Macmillan to be a 
New York representative. Head Office, 


Advance Dept: Mr J. H. Harris, from 
234 Bishopsgate, to be a controller of ad- 
vances (London Dist). Income Tax Dept— 
Croydon: Mr A. E. S. Grills, from Truro, 
to be manager; Truro: Mr P. R. Hairs, 
from Oxford, to be manager. Chief Foreign 
Branch: Mr F. B. Ottley, from West End 
Foreign Branch, to be a departmental 
manager. Liverpool Cotton Exchange and 
Foreign Branch: Mr V. J. Robertson to be 
manager on retirement of Mr A. Booth. 
London—Mount St: Mr R. P. Broxup, from 
Piccadilly Circus, to be manager; St John’s 
Wood: Mr E. J. Western, from Wembley 
Hill, to be manager on retirement of Mr 
N. R. Bannister; Upton Park: Mr R. D. 
Sturges, from Kingsland, to be manager on 
retirement of Mr S. H. Critchell. Bedfont: 
Mr W. H. Allen to be manager. Brackley: 
Mr N. F. Cheney, from Perry Bar, Birming- 
ham, to be manager. Brighton, North St: 
Mr T. L. Near to be sole manager on retire- 
ment of Mr R. N. Richards. Colne: Mr 
W. B. Foulds, from Rochdale, to be manager. 
Colwyn Bay and Old Colwyn: Mr G. P. 
Thomas, from Barmouth and Harlech, to be 
manager in succession to the late Mr E. L. 
Owen. Eastleigh: Mr D. 'T. M. Parry to be 
manager. Framlingham: Mr S. J. West, 
from Princes St, Ipswich, to be manager. 


Barclays Bank DCO—Mr J. Rodway has 
been appointed a general manager and Mr 
R. H. Oakley an assistant general manager. 


British Linen Bank—Glasgow, Hillhead: 
Mr W. Muirhead, from Aberdeen, to be 
manager on retirement of Mr R. L. Col- 
quhoun. Shotts: Mr W. Gardner, from 
Perth, to be manager on retirement of Mr 
R. Forrest. 
District Bank—FEastbourne: Mr C. D. L. 
Gee to be manager. Nelson, Lancs: Mr A. 
Bromiley to be manager. Southampton: Mr 
W. E. Wood, from Eastbourne, to be 
manager. 
Lloyds Bank—Head Office, Advance Dept: 
Mr D. Halfpenney, from Blackburn, and 
r C. V. Hasted, from Burton-on-Trent, 
to be assistant controllers. Dist Office, 
Greater London: Mr J. C. B. Windsor, from 
Piccadilly, to be district manager; Mr 
|e Ae Tyrrell, from Bristol, to be district 
manager’s assistant. London—Fleet St: Mr 


K. V. Thompsett, from Kingsbury, to be 
R. Giles, 


manager; 399 Oxford St: Mr F. V. 
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from Chatham, to be manager; Piccadilly: 
Mr G. P. Chambers, from 399 Oxford St, 
to be manager; Portman Sq: Mr D. J. 
Smith, from Aldwych, to be manager. 
Beckenham: Mr J. S. Carver, from Ray- 
leigh, to be manager on retirement of Mr 
L. G. Court. Bexleyheath (also Welling): 
Mr N. S. Elson, from Dartford, to be 
manager on retirement of Mr A. H. 
Coombes. 

Martins Bank—London Dist Office: Mr 
D. J. Rutter to be an assistant superin- 
tendent of branches. London, Oxford Circus: 
Mr S. W. P. Barter, from London Dist 
Office, to be acting manager. Blyth: Mr 
T. A. Douglas, from Felling, to be manager. 
Midland Bank—Head Office—New Issue 
Dept: Mr H. J. H. Lambert to be manager 
in succession to Mr L. J. Stockdale; Staff 
Dept: Mr G. W. Rees to be an assistant 
staff manager. London, Harrow Rd: Mr 
H. K. Vink to be manager on retirement of 
Mr H. C. Ledger. Aspatria: Mr F. Hodgson 
to be manager on retirement of Mr R. C. 
Matthews. Barry Dock: Mr H. Jeffreys, 
from Tredegar, to be manager in succession 
to Mr M. E. Lewis. Macclesfield: Mr H. V. 
Jones, from Swan St, Manchester, to be 
manager in succession to Mr G. Reay. 
Settle: Mr W. Dixon, from Boroughbridge, 
to be manager in succession to Mr P. D. 
Wilson. 

National Provincial Bank—Head Office: 
Mr D. S. Morris, from Advance Dept, to be 
deputy secretary of the Bank. Advance Dept: 
Mr E. W. Read to be a joint chief controller. 
Inspection Dept: Mr G. H. Freeman, from 
Cheapside, to be deputy chief inspector. 
London—Bethnal Green: Mr J. A. Scott, 
from Catford, to be manager; Cheapside: 
Mr R. B. King to be manager; Chiswick: 
Mr E. W. B. Mellor, from Putney, to be 
manager on retirement of Mr N. H. G. 
Jones; 40-42 Oxford St: Mr R. J. Allen, 
from Tottenham, to be manager; Putney: 
Mr W. Payne, from Kingsway, to be manager 
on retirement of Mr L. R. Cripps; St 
James’s Sq: Mr J. H. Crookes, from 40-42 
Oxford St, to be manager on retirement of 
Mr T. B. Mitcheson. Criccieth: Mr R. R 
Herbert, from East Finchley, to be manager 
on retirement of Mr J. E. Window. 
Westminster Bank-—Head Office: Mr A. W. 
Brooks, from Covent Garden, to be an 
assistant general manager. London, Covent 
Garden: Mr S. H. Blackaby, an inspector of 
branches, to be manager. Eccles: Mr W. 
Whittaker, from Manchester, to be manager. 
Liverpool, Allerton Rd: Mr F. G. Clarke, 
from Westhoughton, to be manager on 
retirement of Mr E. C. Rawlinson. 
Williams Deacon’s Bank—Kendal, West- 
morland: Mr A. Milner to be manager. 
Leyland, Lancashire: Mr J. D. Crompton to 
be manager on retirement of Mr J. W. 
White. 


BANKING STATISTICS 


Banking Trends since World War I* 





Net 
Averages Deposits Liquid Assets TDRs Investments Advances 
of Months: {mn {mn ys {mn {mn yA | {mn : 
1921 se 680 38 + 325 18 833 46 
Pe mo, 658 37 — 391 22 750 42 
1923 .. 1,628 581 35 — 356 21 761 46 
iis FO 545 33 — 341 20 808 49 
as. .« see 539 32 — 286 17 856 52 
. re” 532 32 os 265 16 892 54 
1927 (sae 553 32 — 254 15 928 54 
Bee sh 584 33 — 254 14 948 54 
1929 a oe 568 32 — 257 14 991 55 
or <<. Se 596 33 — 258 14 963 54 
| eee Pa 560 32 = 301 17 919 52 
«+ 611 34 -- 348 19 844 47 
1933 . ———e 668 34 — 537 28 759 39 
1934 .. 1,834 576 31 —- 560 30 753 40 
7. .. nee 623 31 -- 615 31 769 38 
fe.0Ct«iwta( (ast 692 32 —- 614 29 839 39 
— .. mae 713 32 -—— 643 29 865 39 
oe)Cti‘ SS ee 683 30 — 652 29 954 42 
1938 > 672 30 — 637 28 976 43 
se 648 29 -- 608 27 991 44 
1940 .. 2,419 785 31 73 666 27 955 38 
1941 .. 2,863 676 23 495 894 30 858 29 
ee. «st eee 712 22 642 1,069 33 797 24 
1943 ae 723 20 1,002 1,147 31 747 20 
1944 .. 4,022 788 19 1,387 1,165 28 750 18 
rr 886 19 1,811 1,156 25 768 16 
1946 ee 1,280 25 1,492 1,345 26 888 17 
1947 .. 5,463 1,646 29 1,308 1,474 26 1,107 20 
1948 - ae 1,703 29 1,284 1,479 25 1,320 22 
oo... en 1,920 32 983 1,505 25 1,440 24 
oo... Seer 2,345 39 430 1,505 25 1,603 27 
1951 J: ae 2,308 38 247 1,624 26 1,822 30 
1952 .. eee 2,097 34 1,983 33 1,838 30 
1953 .. 6,024 2,201 35 2,163 35 1,731 28 
oe. ... Gee 2,190 34 2,321 36 1,804 28 
1955 .. 6,184 2,098 33 2,149 33 2,019 31 
1956 << eee 2,218 35 1,978 32 1,897 30 
rhCt‘(<‘ kt 2,256 35 2,008 31 1,952 30 
1958 var 2,256 34 2,149 32 2,007 30 
se.) law ET 2,277 33 1,835 26 2,617 38 
1959: Nov .. 6,860 2,419 33.6 1,729 24.0 2,849 39.5 
Dec 16 = 7,043 2,543 34.2 1,720 23.1 2,917 39.1 
Dec 31 37,165 2,628 34.3 1,710 22.3 2,961 38.6 
1960: Jan .. 7,041 2,541 34.4 Special 1,698 22.9 2,946 39.8 
Feb .. 6,803 2,296 32.1 Deposits 1,618 22.7 3,030 42.4 
Mar .. 6,683 2,218 31.5 — 1,501 21.3 3,112 44 
April.. 6,766 2,262 31.4 = 1,439 20.0 3,207 44 
May .. 6,746 2,244 31.6 5.8 1,405 20.0 3,237 45 
June 15 6,794 2,253 31.5 69.8 1,376 19.2 3,239 45 
July .. 6,900 2,259 31.2 105.3 1,340 18.5 3,339 46 
Aug .. 6,876 2,266 31.4 142.6 1,317 18.2 3,292 45 
Sept .. 6,883 2,276 31.6 142.0 1,312 18.2 3,296 45 
Oct .. 6,918 2,287 141.7 1,304 18.0 3,328 45 
Nov .. 6,923 2,288 31.3 142.6 1,289 17.7 3,341 45. 


* Ten clearing banks for 1921-35, thereafter eleven. f Ratios to gross deposits. 
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Investments: 


Barclays 
Lloyds 
Midland 


National Provincial . 
Westminster .. 


District 
Martins 


Eleven Cleari 


Advances: 


Barclays 
Lloyds 
Midland 


National Provincial . . 
Westminster .. 


District 
Martins 


Eleven Clearing Banks 3,340. 


Barclays 
Lloyds 
Midland 
National Prov 


Westminster . . 


District 
Martins 


All Clearing 
Banks... 


Mondays: 


Bank rate .. 
Treasury bills: 


Average allotment rate* 
Market’s dealing rate, 


3 months 


Bankers’ deposit rate 


Short money ; 


Clearing banks’ minimum 
Floating money . . 


US Treasury Bill .. 
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Trend of “ Risk’’ Assets 
(£ million) 
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me U1 OO = fe Un 


c Change in ~ 
Year to Monthly Periods 

Nov, 1960- 

1960 Aug Sept Oct Nov 
—- 102.9 — 8.4 = = — 
— 76.5 - 1.1 -—- 3.2 - 3.3 + 0.5 
— 98.4 - 7.1 - 0.9 —— — 
— 34.3 — — — —- 0.7 
— 69.5 — 3.4 -—— —- 4.8 -13.4 
— 22.6 — 2.0 —~ - 0.1 - 2.0 
— 19.2 — — —_ + 0.1 
-- 439.4 -23.2 - 4.8 - 8.0 —15.0 
+ 96.0 ~20.7 - 3.1 + 1.1 +13.1 
- 67.3 - 2.9 -—- 4.9 -—- 1.1 - 9.1 
-134.9 + 1.5 -+10.7 - 1.9 1.4 
+ 52.9 - 7.1 -— 5.4 +16.9 —-— 8.1 
+ $3.3 - 3.5 +42 + 7.6 + 8.5 
+ 20.3 ~ 4.2 +1.5 + 1.8 + 2.1 
+ 24.4 - 26 —- 0.9 +3.0 + 90.1 
+-491.4 —-47.4 + 4.3 +31.8 +13.0 

Trend of Bank Liquidity* 
1959 1960 
Dec 
Nov 31 Mar 


« # 
aae8 : 
o2.4 44 %.2° Wal 
35.2 
34.9 , : 
oe.1 Ga.t Sa.0. Sew 
m2 RA Ris Be 
34.4 33.6 34.3 31.5 


* Cash, call money and bills shown as percentage of gross deposits. 





Money and Bill Rates 


Dec 21, Oct 17, Nov 21, Nov 28, Dec 5, Dec12, Dec 19, 
1960 1960 1960 


per cent 
54} St 
4% 43 


5 438 438 
4 


34 34 


, ae Se eae ee 
54-5} 34-42 34-48 44-48 34d 31-4} 
2.406 2.396 2.326 


*Preceding Friday. + Raised to 5% on 21.1.60, and 6% on 23.6.60. { Lowered to 


54% om 27.10.60. § Lowered to 5% on 8.12.60. 
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Aug Sept Oct Nov 
o ° o/ 


/- 
3h.0 2a.0 seem Bet 
30.5 31.6 32.1 32.0 
30.2 30.4 30.6 29.9 
oe eS ee Se OF 
31.9 31.6 0.4 31.8 
24-8 22.9 Gee wae 
34.9 22.0 BF BA 


31.4 31.6 31.5 31.3 


1960 1960 1960 


4.348 2.50% 3.208 







54 5§ 5 
4# 44 43 


4% 4% 4% 
34 3 3 
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THE EXCHEQUER FINANCES 
I—The Budget 


(£ million) 











Gain or 
r Original Expected April 1, loss* on 
o budget gain or 1960, to corresponding 
i estimates loss* on Dec 10, period of 
1960-61 1959-60 1960 1959-60 
5S Total Inland Revenue 3,273 -+ 263 1,375.8 + 27.7 
b Customs and Excise .. 2,409 +127 1,716.0 + 87.5 
8 Other revenue 298 — 40 183.2 + 19.2 
- Total ordinary revenue 5,980 +350 3,275.1 +134.5 
3 Debt interest (including sinking fund) 680 — 26 466.7 — 48.9 
¢ Other consolidated fund ; 89 - 1 61.3 — 4,3 
§ Supply expenditure .. 4,907 ~— 405 3,242.8 — 255.4 
- Total ordinary expenditure 5,676 — 432 3,770.8 — 308.6 
3 Above line surplus or deficit -+- 304 - 82 — 495.7 ~ 174.1 
le Net deficit below line — 622 + 78 — 360.8 + 119.0 
‘3 of which 
is local loans (net lending shown 
. minus) . + 56 + 1 + 36.7 —- ].] 
z loans to state industries, net — 465 +102 — 296.6 + 105.3 
S Total deficit . ‘ - 318 4 — $56.5 —- 55.1 
1° * Plus seatiahis increase in receipts or surplus, fall in expenditure or deficit. Minus 
: indicates fall in receipts or surplus, rise in expenditure or deficit. 
iQ 
ib II—National Savings 
({£mn: Receipts into Exchequer reported during period) 
Savings Total 
. Certi- Defence Savings Premium ‘Total Accrued Defence Remain- 
. ficates Bonds Banks Bonds Small Interest Bond ing In- 
‘ (net) (net) (net) (net) net) Maturity vested* 
) 1953-54 .. +19.0 + 0.3 -— 79.3 a - 60.0 88.6 —-38.4 6,008.7 
: 1954-55 .. +46.0 +51.1 — 35.4 -— + 61.7 88.8  -—28.8 6,126.2 
1955-56 .. +19.7 +21.5 ~ 80.4 —- - 39.2 82.7 -50.8 6,123.6 
1956-57 .. +72.0 + 3.2 -20.6 +65.0 +119.5 35.5 -38.9 6,240.0 
c. 1957-58 .. -—21.3 -—22.2 -62.4 +80.2 - 15.6 45.9 -17.7 6,272.0 
1958-59 ..+131.9 -+117.9 -55.2 +66.5 +270.4 54.4  -10.0 6,582.0 
1959-60 +66.9 +144.4 4+52.7 +41.1 +306.0 83.5 - 1.7 6,969.0 
1959-60 
April-Oct +49.9 +86.3 +26.0 +31.2 +193.5 44.8 - 1.1 6,819.0 
aorwn +2.8 +13.5 +9.5 + 3.1 + 29.0 6.5 0.1 6,854.0 
-61 
April-Oct +40.6 +63.6 + 2.5 +34.5 +141.2 52.6 -~ 0.7 7,161.0 
Novembér + 2.9 + 7.7 +11.3 + 3.6 + 25.5 6.4 - 0.1 7,191.0 
* After taking account of net sales through the Post Office Savings Bank of Government 


securities other than defence bonds. 





IlI-—Floating Debt 





® Including all members of British Bankers’ Association. 




















Q 

E (£ million) 

a Change in three 

= Beginning of April* Dec months to 

& -- 10, Dec 10, Dec 12, 

= 1958 1959 1960 1960 1960 1959 

é) Ways and Means Advances: 

6 Bank of England —- —- — — i oe 

2 Public Departments 239.6 291 .6 215.3 228.7 + 29.1 - 16.2 

a Treasury Bills: 

= Tender 3,120.0 2,950.0 3,460.0 | 3,640.0 +120.0 +380.0 

‘ Tap 1,499.4 1,986.3 1,845.7 1,657.3 -—319.7 + 23.9 

G 4,859.0 5,227.9 5,521.0 5,526.0 -176.9 +385.2 
* First return in each fiscal year (since split of Treasury bills cannot usually be calculated 


at March 31). 
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Sterling-Dollar Exchange Rates 


Dec 18, Oct 21, Nov18, Nov25, Dec2, Dec9, Dec 16, 
1959 1960 1960 1960 1960 1960 1960 
Official Market 


Spot .. .. 2.79% 2.81% 2.81% 2.81} 2.814 2.8048 2.803 
3months .. 3c dis lic pm icecpm #c pm fc pm tke pm ite pm 
Security* -. 2.49% 2.81% £2.81} 2.81 2.81 2.80% 2.803 


* New York market quotations. 





Britain’s Gold and Dollar Reserves* 
(Millions of US dollars) 


Financed by 














Net Gold Official Private 
and Dollar Special Reserves UK 
Surplus (+) Ameri- Payments Change at End Dollar 
Years and or Deficit (—) can and in of Balances} 
Quarters Aid Credits Reserves Period 
1946 oe - 908 ~~ +1123 + 220 2696 194 
1947 % ~ 1431 -- +3513 ~ 618 2079 267 
1948 7 - 1710 682 + 737° — 223 1856 295 
1949 - ~— 1532 1196 + 116 ~ 168 1688 236 
1950 ia + 805 762 + 45 +1612 3300 257 
1951 - 988 199 - 176 ~ 965 2335 508 
1952 - 736 428 ~ 181 — 489 1846 472 
1953 es + 546 307 - 181 + 672 2518 491 
1954 ree + 480 152 ~ 388 + 244 2762 428 
1955 ep —- 575 114 - 181 — 642 2120 480 
1956 —- 626 66 + 573 + 13 2133 679 
1957 ~- 419 26 + §33 + 140 2273 602 
1958 +1005 6 —- 215 + 796 3069 654 
oo + 449 ~- — 782 — 333 2736 719 
1958: 

II +- 307 5 - 6 + 306 3076 734 
III + 665 = — + 44 3120 731 
IV + 137 — ~- 188 - 51 3069 654 

1959: 
J + 173 — = ~ 103 + 70 3139 784 

Il +- 206 — — 173 + 33 3172 737 
I] + 164 —— - 52 +- 112 3284 672 
IV — 94 a - 454 — 548 2736 735 

1960: 
I + 107 — - 62 + 45 2780 928 

II + 180 -— ~ 67 + 113 2892 1192 
July a -+ 160 -- - 56 + 104 2996 
August... + 146 == -~ 70 + 76 3072 
Sept + 92 i i ae 3108 
Ill as + 398 ~ - 182 + 216 3108 
Oct me + 128 a —- 97 + 31 3139 
Nov Ne + 28 — — - 28 3167 

Main Special Items Detailed 
Receipts Payments 
$mn $mn 
1946-50 US and Canadian loans.. 4,909 1951-56 Annual service of US and 
1947-49 IMF loan — nnn Canadian loans, etc .. 181 

1948 South African loan a 1954 EPU funding payment . 99 

1956 Sale of Trinidad oil .. 177 IMF repayment . 108} 
IMF loan ect 1958 Service of N Amer loans 188 

1957 India’s IMF loan _ ' 200 1959 IMF repayment. . ae 
Return of interest on US IMF subscription — 

loan + Repayment of Ex-Im .. 255 
Export-Import Bank .. 250 Service of N Amer loans 184 

1960 IMF repayments — 


* Gold and convertible currency from Dec, 1958. + Source: Federal Reserve oll 
~ Remainder of 1947-49 loan repaid in sterling. 


72 


MAH 


a £ -f 


ADEN 
KAM 






st 








eee ee me eee 








eer = eee Oe Oe OOO! 
Oe ee 


“a 
SOTO Ps 


« 
i 
¥ 





Magic Carpets 
CAN’T HELP YOU 


When it comes to exporting your products to the 
East you need solid, down-to-earth assistance of 


the kind that the Bank of India can provide. And 


B such assistance is not limited only to exports. It 


is applicable to every aspect of any business 
dealings you may have in India, Pakistan, Malaya, 
Japan, Aden, East Africa, Hong Kong and 


countries throughout the rest of the world. 


HEAD “OFFICE: 


THE BANK OF INDIA LIMITED 


(Established 7th September, 1906) 


MAHATMA GANDHI ROAD, FORT, BOMBAY 


Capital Authorised, 
Issued and Subscribed . . . 


Capital Paid-up. . ... 
rn 6 6 6 @ ee 


Rs. 5,50,00,000 
Rs. 3,00,00,000 
Rs. 3,10,00,000 


Branches in the principal cities of India 


Branches outside India: 
LONDON —17 MOORGATE, LONDON, E.C.2 


ADEN - DAR-ES-SALAAM - HONG KONG - JINJA 
KAMPALA - KARACHI - MOMBASA - NAIROBI 
OSAKA : SINGAPORE : TOKYO 








Eliminate 
frustration 


the modern way ... 


There is nothing more frustrating than waiting 
for the information you need either to make a 
decision or to get on with your job. 

Every day it happens—you want to see a cheque, 
some credit information, a contract, a will, an 
insurance policy, a signature card or a loan card, 
but it’s with head office, another branch or a 
solicitor and you can’t get hold of it. 

These are just a very few examples of the many 
documents which, if only you had a copy, would 
enable you to finalise a matter and not have to put 
it in the “* pending ”’ tray. 

This situation need never arise! Today, scientific 
advances in business method make this sort of 
situation a thing of the past. 


Reproduction techniques leap ahead 


Now, simple, inexpensive photocopying equip- 
ment can produce in a matter of seconds those 
invaluable copies you need. 

A fully automatic Shannon Lumoprint cuts out 
wasted time and frustration. It does the job for 
which you once paid a fully trained copy typist and 
it doesn’t make mistakes. 

Whether it is just a letter, a cheque, a signature 
card or a more complex document such as an 
agreement, insurance policy, mortgage papers, or a 
financial report, a Shannon Lumoprint will make a 
copy instantly available. 











.. Witha 








DC25 fully 
automatic foolscap 
model 


| THE SHANNON LIMITED 
175 Shannon Corner, New Malden, Surrey 


Please send a copy of your illustrated leaflet 
| on Shannon photocopying equipment, for the | 


attention of ... 
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WHAT KIND OF CLARET IS THAT? 


As a matter of fact, it isn’t a claret. It’ 


Chateau 


you can be sure we shall be able to help 


arethecornerstones on which our business 


has been built. And with more than 160 


branches and agencies throughout the 


wonder we’re 0 well informed on things 
of national interest. That’s one of the 


reasons why we are named— 





S 


a hotel in a national park in the North | you. After all, knowledge and experience 


Island of New Zealand. Not that we 


claim to be connoisseurs of good wine, 
but we do believe we’re experts on topics 


connected with our country. For it is our | North and South Islands, there’s little 


business to know about such things. 
Whatever your interest in New Zealand 


and wherever those interests may lie, 


OF NEW ZEALAND LIMITED 
Head Office: 8 Moorgate, London, E.C.2. (MONarch 8311) 
West End Branch: 14 Charles II Street, London, S.W.1. (TRAfalgar 6791) 
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BARCLAYS BANK D.C.O. 





Mr. J. S. Crossley reviews the African Scene 





HE ‘Thirty-fifth Ordinary General 
"T Mecting of Barclays Bank D.C.O. will 
be held on January 3 in London. 

The following is an extract from the 
circulated statement by the Chairman, 
Mr. J. S. Crossley :— 

1960 was expected to be a year of marked 
political changes in many parts of the 
British Commonwealth, particularly in 
Africa. The expectation has been fulfilled. 
Future historians, looking back on 1960 and 
savouring its political bouquet, will be 
likely to pronounce it emphatically a vin- 
tage year—constitutionally speaking. It is 
probable, however, that they will give no 
more than a passing thought to the stresses 
and strains set up at the time amongst the 
peoples most directly concerned. Certainly 
a year in which Nigeria achieved inde- 
pendent status and in which a new consti- 
tution for Kenya was drawn up would 
normally be considered remarkable enough. 
These two events have, however, formed 
only a small part of 1960’s total out-turn. 


The Background of Africa 


Political developments, however spec- 
tacular, must not be allowed to obscure 
the background of progressive work that is, 
all the time, going on in other fields in 
these new countries. One can turn with 
relief from the political turmoil, which 
regrettably monopolizes most of the lime- 
light, and reflect, for a moment, on some of 
the constructive things that have been 
taking place at the same time. The excellent 
work that is being done, for example, in 
Kenya, in carrying through what amounts 
almost to an agrarian revolution, deserves 
something more than a passing notice. In 
West Africa, the remarkable efforts put into 
the building of the great Universities of 
Legon in Ghana and Ibadan in Nigeria, 
and also into the development work in the 
oilfields, are of great significance for the 
future. In Rhodesia, at the Federal Univer- 
sity in Salisbury, in May of this year, it 
was my privilege to watch the first batch 


| of graduates, comprising both men and 


women, African and European, receiving 
their degrees at the hands of Her Majesty 
the Queen Mother; a few days later I saw 
Her Majesty presiding at another impressive 
ceremony, the inauguration of the great 
Kariba Dam. 


While progress of this kind may stand 
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out most sharply against the background of 
less developed countries it should be remem- 
bered that substantial progress has con- 
tinued elsewhere. In South Africa, for 
example, thanks to the development of the 
newer goldfields, production has reached a 
record level and is expected to total at 
least £270 million this year, against approxi- 
mately £250 million in 1959 and £220 
million in 1958. 


I do not doubt that rapid economic 
progress will continue in many of the new 
countries in Africa and elsewhere, and in 
some of them at an increasing rate, despite 
political tension. One feature that all seem 
to have in common is the desire for pros- 
perity and progress, with its accompanying 
hunger for capital. There are abundant 
signs that, amongst the industrialized coun- 
tries of the West, a recognition of this 
need, and of its urgency, is growing. 


The Bank’s Contribution 


To this immense work your Bank can 
make a valuable contribution through the 
provision of an efficient and necessary ser- 
vice. Having the principle of decentraliza- 
tion ingrained in its structure it is able to 
adapt itself readily to local requirements 
while retaining the necessary overall co- 
ordination without which the work it could 
do in any particular area would inevitably 
suffer. Not only does the Bank provide an 
element of continuity in a rapidly changing 
Commonwealth, but it has also forged a 
chain of communicating links extending to 
many areas of the outside world, where its 
name is well known. These are solid advan- 
tages. By bringing a broadly based banking 
system to more than 40 countries we hope 
to bring tangible benefits to the public we 
serve as well as to the Bank. 


One of the most significant trends in our 
business during the year has been the con- 
tinued demand for advances. Our lendings 
have increased by £53 million since last 
year, and have now reached the record 
figure of £301 million, with deposits only 
slightly higher at £618 million. The result 
is, as might be expected, reflected in a 
sharp increase in earnings, for not only have 
our lendings to customers been substantially 
larger throughout the year but rates have 
also been higher. 


Barclays Overseas Development Corpora- 
tion has had another satisfactory year. 
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Bank of West Africa Limited 
7. M4 ESTABLISHED 1894 
Enterp rise cm - Sylvester Gates, C.B.E., Chairman 
est Africa AUTHORISED CAPITAL £6,000,000 
; . ISSUED AND FULLY PAID CAPITAL £4,000,000 
The rapidly expanding economy of the __ RESERVE FUND £2,500,000 
West African territories in which we Re 


operate, offers excellent oppor tunities to Head Office: John C. Read, General Manager 
enterprising firms and particularly to 








those who accept the warm invitation by 37 Gracechurch Street, London, E.C.3 ye 
the West African governments to enter | re 
the field of local fabrication in Nigeria, Also at: p! 
Ghana and Sierra Leone. Through its 106-108 porTLAND STREET, MANCHESTER th 
long association with conditions there,the — 35 waver sTREET, LIVERPOOL in 
Bank of West Africa can provide unique <2 ecienennmitnens main a 


and comprehensive facilities to all who 

are interested in West Africa. If you Over 100 branches throughout 
would like up-to-the-minute informa- 
tion which will help you in your West 
African projects, we will be very pleased 
to provide it. wi 


BANK OF WEST AFRICA LIMITED sit 


Agents in New York: THE STANDARD BANK OF SOUTH AFRICA LIMITED 

Every description of Banking Business undertaken bu 
The Bank provides exceptional facilities for financing trade with West Africa ha: 
Principal Stockholders: Lloyds Bank Ltd., National Provincial Bank Ltd.. 
The Standard Bank of South Africa Ltd., Westminster Bank Ltd. 


SESS pre 


NIGERIA, GHANA, SIERRA LEONE, GAMBIA, du 
and at DUALA (Cameroun) pa 


























MODEL ROLAND & STONE 


Members of the New York and American Stock Exchanges. 


INTERNATIONAL 
SECURITIES 





120 Broadway, 
New York 5, N.Y. 
Telephone: Worth 4-5300 
Cables: Morodeal 


370 Rue Saint-Honoré, 
Paris. 
Telephone: Anjou 9350 
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BANK OF MONTREAL 









New Records Attained 





of the Bank of Montreal was held on 
December 5 in Montreal. 

Mr. G. Arnold Hart, the president, in 
the course of his speech, said: 

Business activity in Canada during the 
year now coming to a close has, in many 
respects, failed to bear out the optimistic 
predictions voiced a year ago. Thus far, 
the “soaring sixties’’ have shown little 
inclination to soar. A general description 
of conditions is difficult. But it can be 
said that the Canadian economy as a 
whole has this year fallen short of its pro- 
ductive potential and has failed to keep 
pace with increases in the number of those 
who seek a livelihood. 

Much of what I have said about the 
situation in Canada is applicable also to 
the United States. The pedestrian pace of 
business on the North American continent 
has been in contrast to a notable degree of 
expansion in Western Europe. 

It is not surprising, therefore, that the 
prevailing mood of businessmen is one of 
introspection and hard thinking. We are, 
or should be, realizing that economic gains 
are not going to be wafted down to us like 
manna from heaven, but must be won the 
hard way in an increasingly tough, com- 
petitive world. 

Looking back over the past 12 months, 
perhaps the most important change in the 
Canadian financial environment has been 
the further impressive improvement in the 
condition of the nation’s public finances. 
For two years now the federal govern- 
ment’s demands on national savings, by 
way of additional borrowing, have steadily 
diminished to the point where they can be 
satisfied without strain on the financial 
markets. 

It is only realistic to recognize, however, 
that a near balance in federal finances may 
not continue. Failure of national produc- 
tion, thus far, to reach the level earlier 
envisaged could mean a shortfall of govern- 
ment revenues below expectations. 

I cannot but wonder whether the degree 
and duration of monetary rigidity experi- 
enced last year and for most of the present 
year may have been maintained too long. 
The rather sluggish and quiescent behaviour 
of bank loans in the aggregate should no 

i longer be regarded with the satisfaction that 
might be justified if we were in the midst of 
an inflationary boom. 


Tor 143rd Annual General Meeting 


I am well aware of a number of public 
statements made during the past year in 
influential quarters, warning against over- 
expansion of Canadian productive capacity, 
misdirection of such capacity, and over- 
borrowing, particularly for capital purposes 
and especially when such borrowing is done 
in foreign capital markets. 

I suggest that if we are to continue to 
develop our resources and keep abreast of 
innovation and modernization by our com- 
petitors, we shall do well not to be too 
fearful of prudent expansion and improve- 
ment, and of the financing that is entailed. 

It would, I suggest, be conducive to a 
more satisfactory level of business activity 
and employment if the financial community 
had some measure of assurance that official 
monetary policy, which has lately shown 
signs of greater flexibility, will continue in 
this direction as long as may be possible 
without giving rise to renewed inflationary 
dangers. 


General Manager’s Address 


In the course of his address, Mr. R. D. 
Mulholland, the general manager, said: 

The annual statement of the bank records 
a very satisfactory increase in revenues and 
net’ profits. Net profits amounted to 
$14,226,736 after depreciation of premises 
and equipment and transfers to inner re- 
serves, and after setting aside $17,352,044 
for income taxes. An amount of $12,148,167 
out of net profits has been provided for 
regular and extra dividends, equivalent in 
total to $2.00 per share compared with 
$1.85 for the preceding year. In view of 
the fact that virtually all the additional 
share capital issued in 1959 was in existence 
for the whole of the past financial year, I 
trust you will find this showing satisfactory. 

At October 31 total assets, domestic and 
foreign, stood at $3,485,471,000, an increase 
of $226,000,000 for the fiscal year. Our 
total deposits stood at $3,200,000,000, an 
increase of $202,000,000. ‘There was an 
increase of $44,000,000 in personal savings 
deposits, which rose to the impressive total 
of $1,656,000,000, a year-end record figure 
in the history of the Bank. Total loans 
stood at $1,773,000,000, unchanged from a 
year ago. 

The volume of our international business 
continued at a high level both at our Cana- 
dian branches and at our offices abroad. 
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THE BRITISH LINEN BANK 


Incorporated by Royal Charter 1746 


es HEAD OFFICE: 
Branch 38 ST. ANDREW SQUARE, EDINBURGH 


LONDON OFFICES: 
throughout CITY OFFICE: 38 THREADNEEDLE STREET, E.C) 
Scotland 


WEST END BRANCH: 198 PICCADILLY, W.1! 


Affiliated to Barclays Bank Limited 
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Helping to develop Canada’s Trade 


with banking service that is 
well informed, imaginative and enterprising 


THE CANADIAN BANK OF COMMERCE 


TOTAL ASSETS EXCEED $3,155,000,000 

LONDON OFFICES: 2 LOMBARD STREET, EC3. 48 BERKELEY SQ., WI 
HEAD OFFICE: 25 KING STREET WEST, TORONTO 

MORE THAN 800 BRANCHES ACROSS CANADA 

Branches outside Canada: New York, Seattle, Portland, San Francisco 

Los Angeles, Calif. The West Indies, Nassau, Bahamas 

Resident Representatives: Chicago, Ill. and Dallas, Texas 

European Representative: Zurich, Switzerland 


Banking Correspondents Throughout the World 


























1000 BANKS | 
READY TO io 


SERVE YOU 3 


A vast global network of 1000 correspondent 
banks guarantees prompt and efficient handling \S& 
of all exchange transactions entrusted to the 
Nippon Kangyo. 


ye iS. a 


: Ss; {3 We \ \ 
ESTABLISHED: 1897 . ofS 
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NIPPON KANGYO BANK & i ne 


kw W | 
HEAD OFFICE: Hibiya, Tokyo - Ae 
121 Branches throughout Japan 
LONDON REPRESENTATIVE OFFICE: 
1, Royal Exchange Avenue, London, E.C. 3, England 
NEW YORK OFFICE « TAIPE! BRANCH 
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THE NATIONAL BANK OF 
AUSTRALASIA 





(Inc. in Victoria) 





Assets Reach an All-Time Record 





HE Ordinary General Meeting of 
| the National Bank of Australasia 

Limited was held on November 30 in 
Melbourne. 

Mr. J. A. Forrest (the Chairman), who 
presided, referred to the great loss which 
had been sustained by the death of the 
former Chairman, Mr. Harry Douglas 
Giddy. 

Reviewing items in the Balance Sheet, 
the Chairman said: Our total assets of £364 
million are an all-time record, being nearly 
£30 million higher than last year. Advances 
rose by £24 million, and there is a pleasing 
addition of almost £17 million to deposits. 

The Government’s New Measures 

Commenting on the economic situation, 
Mr. Forrest said: Earlier this month, 
sweeping new measures were announced to 
restrain expenditure within the economy 
with the prime objective of reducing the 
demand for imports. Between March 
and October a heavy adverse movement 
occurred in our overseas balance of pay- 
ments and this factor and the seasonal flow 
of tax funds to the Government were the 
main cause of a very sharp rise of £158 
million in the advances of the Trading 
Banks. In addition, there was a reduction of 
£64 million in deposits. 

The combined effect of these movements 
caused a severe loss of liquidity amounting 
to {222 million. With such a large outflow 
of liquid funds, and prospects not bright for 
the normal seasonal replacement over the 
coming summer, it was obvious that trading 
bank advances must be severely curtailed. 

If our economy is to be kept on an even 
keel, there should be appropriate use, as 
may be necessary, of all the weapons that 
are consistent with the flourishing of a free 
enterprise system. One, alteration of 
interest rates, was far too long neglected 
by the Government. Now that a useful start 
has been made toward the introduction of 
more flexibility in interest rates, it is to be 
hoped that as circumstances require further 
use will be made of this means of influencing 
the demand for money. 


Inflated Costs and Prices Now 
Very Serious 
Consequently, it is essential that our 
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inflationary pressures should be _ eased, 
particularly as our prices and_ costs, 
especially the latter, have risen severely 
over the last year. ‘The increase of more 
than 4 per cent. in prices exceeds the annual 
average for the past five years and average 
earnings, an indication of costs, rose by the 
high figure of 10 per cent. 

We should not allow these rises in costs 
to continue, otherwise we shall destroy the 
profit-earning capacity of our staple export 
industries such as wool, wheat, dairying, 
etc., and damage, beyond repair, any pros- 
pects of developing a growing volume of 
manufactured exports. Australian industries 
just cannot absorb continually increasing 
costs and successfully compete in_ the 
world’s markets. 

It seems reasonable to conclude that the 
new measures, combined with the effects 
of lower export income and the higher 
imports already received will shortly induce 
a more restrained business atmosphere. 

This may ease inflationary pressures 
somewhat, but will the new measures 
overcome our fundamental problems of high 
costs and insufficient exports? 

This would appear unlikely, if for no 
other reason than that too much should 
never be expected from monetary policy. 

Our costs and export problems are 
largely deep-seated in content. We are 
subject to inflationary pressure arising from 
the peculiarities of our wage-fixing systems, 
and the strains on the economy resulting 
from the vital need to increase our popula- 
tion as quickly as possible. In relation to 
our population we are now a very large 
manufacturing nation, but, at the same 
time, we are relatively also a very large 
international trader. For our exports we 
depend mainly on primary products, and 
upon one above all others, wool. As a people 
we are also accustomed to high living 
standards, so much so that we tend to 
behave on the assumption that, in reality, 
they will always continue to rise. 

In view of the strength of these under- 
lying influences, the outcome of the Govern- 
ment’s new measures will need watching 
very closely lest they fall short of their major 
objectives. 











N HIS STATEMENT accompanying the 

Report and Accounts for the year ended 
30th September 1960, the Chairman, Mr. 
Ian W. Macdonald, makes the following 
points: 

Issued share capital, held equally by 
Lloyds Bank Ltd. and National Com- 
mercial Bank of Scotland Ltd. has 
been increased from £11,150,000 to 
£15,000,000. 


Overseas development 


Our two main operating companies 
remain Olds Discount Company Ltd. 
and Scottish Midland Guarantee Trust 
Ltd. Overseas, in addition to our interests 
in South Africa, Rhodesia, British West 
Indies and Eire, we have this year taken 
a one-third interest (with Bowmaker Ltd. 
and a group of private bankers headed by 
E. Gutzwiller & Co. of Basle) in a new 
holding company, capital approximately 
£2 million, to develop hire purchase in 
Western Europe. 

To meet the rapidly growing need for 
credit information on the many millions 
of borrowers in this country, we have 
taken the initiative in acquiring control of 
an existing credit agency, which we shall 
develop in partnership with certain other 
major hire purchase groups. 

Government controls imposed in April 
slowed our growth, but group assets in- 
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Lloyds and Scottish 
Finance Ltd 


group assets reach £100,000,000 


‘‘ Satisfactory evidence of our development” 


MR. IAN W. MACDONALD (Chairman) 
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creased during the year from £71 million 
to £100 million—satisfactory evidence of 
our development. Some of the a¢. 
ditional business fell short of our norma 
high standard, but our selective policy 
proved sound and preserved us from 
serious loss. 





Control fluctuations 
Looking back, it seems clear that 
violent fluctuations in official contro 
policy are damaging to the motor an 
consumer durables industries, and cannot 
stimulate immediate exports. The boom 
resulting from the abolition of control 
in 1958 aggravated the effects of ther 
reimposition last April. It would surel 
be better to maintain some restrictions, 
varying them slightly as required. 

Group profits have been maintained a 
an annual rate of £3 million, but th 
margin has been lower on an increase 
turnover. The narrower margin ha 
been due to dearer money, keener com 
petition, and a somewhat higher propor 
tion of bad and doubtful debts, now a 
about the pre-war level. 

Looking ahead, the lower bank rat 
is helpful, but it is not possible to asses 
the other factors. ‘* Unearned Financ 
Charges” have increased from £6! 
million to £9.5 million—an automatt 
source of future revenue as instalment 
are paid. 
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AUSTRALIA AND NEW ZEALAND 
BANK 





of the Australia and New Zealand Bank 
Limited will be held on January 11 

in London. 
The following is an extract from the 
circulated statement by the Chairman, the 
Hon. Sir Geoffrey C. Gibbs, K.C.M.G. :— 


Tor Tenth Annual General Meeting 









Australia 
The rising tempo of business activity in 
Australia which was becoming evident a 
year ago grew more marked during the 
greater part of 1960, and the objective of 
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rmal official policy during most of the year has 
i been to exercise a measure of restraint in 
ONY order to prevent rising activity from 


from threatening economic stability. 
Overseas Trade.—Income from exports 
rose more than £,A100 million to £A936 mil- 
lion in the financial year 1959-60. Imports 
that have shown a strongly rising trend during the 
ntrolf past three years, and have come close to 
anim balancing exports. 
nnot Growth of Demand.—The _ disturbing 
oom—™ aspect of the increase in wages and prices 
trosmm in Australia in recent years, and particu- 
their larly the wage rises in 1959, is their influence 
ure © upon cost levels. Industrial costs have 
ions TED sharply, and it is becoming increas- 
| ingly urgent to contain price rises and cost 
increases if Australian industries are to 
eda continue to be able to sell their products 
t th profitably at current world market prices. 
easel Containing Inflation.—Fiscal policy, in 
hai the August, 1960, budget, was aimed at 
com applying a degree of deflationary pressure, 
oper to support the tight credit policy in the 
ywatm banking structure by means of some in- 
creases in personal tax and company tax 
rate and a budget surplus. Additional measures 
asses | WET announced in November, but it is im- 
portant that the restrictive policies should 
a not be pressed too far, perhaps to the point 
B of restricting national development. 
ments New Zealand 


In New Zealand there is evidence of an 
improvement in industrial production and 
business activity. Possibly the major factor 
generating expansion in the economy has 
been the strong improvement in the balance 
of payments, for which the recovery in 
export prices and reduction in total pay- 
ments for imports, arising from restrictions 
and the low level of demand at the begin- 
ning of the year, have been responsible. 
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Costs and prices are moving upwards 
despite offsetting factors such as changes in 
indirect taxes, price control, etc. The 
problem of rising costs is indeed a worrying 
one and casts its shadow over future 
national development. Unless fiscal and 
monetary policies are suitably integrated, 
it is apparent that the pace of inflation will 
not slacken, and in that event, New Zea- 
land’s ability to sell the country’s farm 
products profitably overseas will be seri- 
ously impaired. 

Monetary and Fiscal Policies —Within 
this setting of development in the New 
Zealand economy, the position of the 
trading banks has become increasingly 
difficult. A six-year credit squeeze has 
been achieved by rigid control of interest 
rates, selective advance directions by the 
Reserve Bank and the reserve ratio system 
which has frozen up to 40 per cent. of our 
assets in a completely unproductive form. 
At the same time the operations of other 
financial intermediaries have expanded, in 
particular the business of the savings banks, 
but the banks are denied permission to 
compete in this field. Expanded post office 
savings bank services and concessions, and 
a Giro system for transfer payments, are 
further measures now planned, which will 
direct more funds from the banking system 
to government institutions. 


Domestic Affairs 


The operating companies of our asso- 
ciate, Industrial Acceptance Holdings 
Limited, report a further marked expansion 
of. business in keeping with general trends 
in Australian hire purchase. 

Our subsidiary, Australia and New Zea- 
land Savings Bank, recorded an increase of 
nearly £A20 million in deposits, whilst the 
number of accounts has grown to 528,000. 

Accounts and Dividends—The Consoli- 
dated Balance Sheet which totals nearly 
£A600 million illustrates the growing 
strength of our banks. The total of the 
Trading Bank’s Balance Sheet exceeds 
£A500 million for the first time. 

Profits (after taxation and transfer to 
Contingencies Reserve) at £A1,029,815 
show a 2 per cent. reduction on last year’s 
figures. Your Directors have recom- 
mended a final dividend for the year of 
8 per cent., less tax, which maintains the 
year’s distribution of 12 per cent., less tax. 
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Established in 1902 
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THE 
INDUSTRIAL BANK 


Head Office: Marunouchi, Tokyo, Japan 
New York Office: 30, Broad Street, New York 4, N.Y. 
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Fare \* Sed : 4 tm’ 
. sett ke petas a RE ie 
Ser eT 


Recognised 
throughout 
the world 


International recognition has long 
been accorded to the gold bullion 
bar as the medium of world finance 
and the ultimate standard of mon- 
etary values. 
Equally is world-wide recog- 
nition granted to the Johnson 
Matthey assay mark—token of 
the skill of Johnson Matthey 
refining and of the reputation 
of this famous house. 
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Melters and Assayers to the Bank of England 


JOHNSON, MATTHEY & CO., LIMITED, HATTON GARDEN, LONDON, E.C.I. 
01/278 Telephone: Holborn 6989 
li 











1959 
£ 


5.583, 333 
500,000 
400,000 


£6,483,333 





830,000 
1,500,000 


4,570,000 
263,774 
£13,647,107 
37,205,879 


236,192,375 
500,208 








£287,545,569 





LIABILITIES 


CAPITAL: 
16,750,000 Ordinary Shares of 10s. each ; 
500, 000 10% Cumulative Preference Shares of fi each 
400, ‘000 5°4 Cumulative Preference Shares of £1 each 


RESERVE FUNDS: 
Capital Reserves— 
Share Premium .. 
General .. ‘ 
Revenue Reserve 


Profit and Loss Account 


Notes in Circulation 


Authorised 
£ 


8,375,000 
500,000 
400,000 





£9,275,000 


Current, Deposit and other Accounts including Contingency Account 
Proposed Dividends payable 2nd January, 1961, less Income Tax 


NATIONAL COMMER 


BALANCE § 


Issued and 
full _ 


8,375,000 
500,000 
400,000 


5,017,500 
1,500,000 


6,517,500 
4:570,000 


40,749,029 ‘ 


226,858,680 
560,055 





PROFIT AND LOSS ACCOUNT FOR THE YEAR ENDED 29th OCTOBER, 1960 


1959 
£ 
253,041 


1,194,504 
£1,447,545 
250,000 
200,000 
10,000 


£987,545 








478, 771 





£263,774 





Balance brought forward 


Net Profit for the year after prov iding for Taxation and for transfers to Cc ontingency 


Accounts out of which full — ision has been made for diminution in the value of 


Assets 


Less— 
Contingency Account 
cers’ Pension Fund 
Widows’ and Orphans’ Fund 


Dividends paid ist July, 1960, less Income Tax: 
10% Cumulative Preference Shares at 5% actual 
5% “Cumulative Preference Shares at 23% actual 
Ordinary Shares at 7}°, actual : 


Proposed Dividends payable 2nd January, 
Income Tax: 
10% Cumulative Preference Shares at 5% actual 
5% “Cumulative Preference Shares at 2}%, actual 
Ordinary Shares at 9% actual . 
150th Anniv ersary Bonus of 1 } o/ actual 


1961, 


ess 


> ”? 


Balance carried forward 


76 945 


£ 
300,000 
250,000 
15,000 





15,313 
6,125 
384° 727 





£406,165 


560,054 















Oct 


195$ 
adjuste 

£ 
0,075, 


1,209, 
27,025, 


10,000, 
272, 


£9 


89,582, 
68,410, 
190, 
850, 








96,004, 
20,930, 


5,969, 
tA 
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FF SCOTLAND LIMITED 


E 9B October, 1960 


ASSETS 
1959 
adjusted) F 
: : Coin, Bank of England Notes, Notes of other Banks and Balance with the Bank of , 
0,075,085 England... 43,798,120 


Balances with, and cheques. in course of collection on, other Banks in the United 




















2,209, 967 Kingdom and the Republic of Ireland si on 11,020,200 
ae Money at Call and Short Notice in London its - oa aa . 25,525,000 
£9 Bills Discounted: £ 

10,000,00 British Government ee Bills i ‘a - oP .. 15,000,000 

272, 67 Other Bills . . ; ene at an a oes 539,257 
15,539,257 
89,582,919 £95,882,577 

- Investments (other than Trade Investments): 
1 658 Securities of the British Government (see Note let ae Ki oa 57,737,555 
90,695 Other Investments (quoted) kat - es 7s bs — 

11) ‘0 000 (unquoted) .. - ss ai - < 750,000 
58,487,555 
_ Special Deposit with Bank of England - 2,200,000 

£205 Loans, Advances and other Accounts, after r deducting prov ision for Bad and Doubtful 
96,004,680 Debts re 4 .. 101,484,524 
20,930,488 Items in Transit - me red ‘i “- - ~~ - iy a 17,069,215 
5,969,440 Ro 123,871 
6,107,334 Trade Investments at or under cost a% Y Pr ne ; 8 032,334 
5,468,795 Bank Premises and other Property at or under cost ex _ 32 oe ae 5,646,972 
288 $87,545,569 £288,803,177 
| OTE RT 


NOTES 
1, Investments in British Government Securities amounting to £57,737,555 which are all redeemable 

{ at fixed dates, the majority within 10 years, are taken at or under cost and below redemption price. 
: on market value of these Investments at 29th October, 1960, was greater than the Balance Sheet 
gure. 
Foreign Currencies have been converted at rates of exchange ruling at 29th October, 1960. 
There is a contingent liability for Acceptances, Endorsements, Guarantees and other Engagements 
fis entered into on behalf of Customers amounting to £7,989,467 (1 959 £9,542,396), covered by obligations 

, of Customers. 
Contracts for outstanding Capital Expenditure amount approximately to £216,000. 
). The aggregate amount paid in respect of Directors’ Fees was £30,639. Other emoluments to Directors 

with executive duties were £24, 


{12 IAN W. MACDONALD 


) 
DAVID ALEXANDER, General Manager. WILFRED AYRE ¢ Directors. 
DOUGLAS MURE WOOD 5 
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REPORT OF THE AUDITORS 


EDINBURGH, 17th November, 1960.—We have examined the books of account of National Commercial Bank 
Scotland Limited and the returns from the branches for the year ended 29th October, 1960, and have obtained 
i the information and explanations which we considered necessary. In our opinion proper books have been kept 
Md — returns have been received from the branches. The Accounts are in agreement with the books. 

our opinion the foregoing Balance Sheet and Profit and Loss Account, together with the notes thereon, give 

tion required of a banking company by the Companies Act, 1948, and on the basis authorised by that 

tgivea true and fair view of the state of affairs as at 29th October, 1960, and of the profit for the year ended on 
it date ascertained in the manner indicated. 


{2 R. J. HENDERSON, C.A. J. H. A. C. CRAWFORD, C.A 
R. S. HUNTER, C.A. WILLIAM L. DAVIDSON, ce A. 
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Increased Profit and Dividend in 





National Effects of Credit Restrictions st: 





Official Policy open to Criticism ca 








Mr. Ian W. Macdonald’s Views be 





T 
demand for goods, services and credit and 
the authorities judged that the time was S 
ripe for the first touch on the brakes— 
signified by an increase in January in the hs 
bank rate from 4 per cent. to 5 per cent. and 


HE Second Annual General Meeting 
of the National Commercial Bank of 
Scotland, Ltd., was held on December 

22, in Edinburgh. 
The following is the statement by Mr. 











Ian W. Macdonald, C.A., Chairman of the exhortations to the business community to * 
Board, which has been circulated with the change to a slightly lower gear. r 
report and accounts :— The immediate results were judged to be 
Before examining our domestic finances, unsatisfactory and in April hire purchase 
I would like to say a word about the British _ restrictions were introduced and there wasa 
banking scene during the past year. By the first call on the banks for special deposits, 
late months of 1959 the country had ‘The final application of the brakes came in § be 
June when the bank rate was increased from § he 
5 per cent. to 6 per cent. and there wasa— w 
second call for special deposits. In recent § |: 
weeks when the bank rate was lowered to § in 
54 per cent. the authorities still emphasised § ec 
the need for restraint in the expansion of the § re 
home economy. he 
in 
Possible Effect on Exports : 
CHAIRMAN When a number of restrictions or controls Fg 
IAN W. MACDONALD are imposed more or less simultaneously it an 
is not easy to measure the effect of each § pp 
one. It is, however, clear that the hire § 4, 
purchase restrictions had an immediate and §  ¢, 
enjoyed more than a year of credit freedom damaging impact on the production be M 
and the banks and hire purchase companies ponrigresr’ durables such as motor Yeas B 
in particular had welcomed the opportunity and kitchen equipment. No doubt Saag 
to meet freely for the first time in twenty damage will not be serious if it does not last ag 
years the demand for credit. At this time a for any length of ume, but official policy 1s m 
year ago it seemed that new savings had °P€? to the criticism that it is not good er af 
largely financed the credit expansion and 8'OUP of vital export industries to m 
accordingly that economic and monetary boosted for a year or two when there are no in 
pies Suid Dei: abelt emetaiiianesl ' domestic hire purchase controls and then th 
; suddenly deflated when these are restored. 
, ’ Furthermore it is doubtful whether 2 ce 
Government's Action restraint on domestic demand does in fact J of 
Unfortunately by the turn of the year encourage exports. The evidence points in ar 
there was mounting evidence of excessive the other direction as lower overall produc- di 
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tion means higher costs and a_ weaker 
competitive position in world markets. 


Flow of Funds 


It is also fairly clear that bank rate 
increases have influenced the flow of funds 
to this country much more than they have 
influenced the domestic economy. Because 
of relatively lower rates in other countries, 
funds have been moved to London and it 
remains to be seen how much of this money 
stays here and for how long. Certainly 
sterling has been strong and the reserves 
have been increasing contrary to seasonal 
expectations, but possibly at the price of 
camouflaging the weakness of this country’s 
visible balance of payments. 

The influence on the credit and banking 
system of the new arrangement whereby 
banks are obliged to make special deposits 
with the Bank of England is still uncertain. 
This could be a major factor in restricting 
the banks’ ability to lend, but at the present 
level of 2 per cent. of deposits (1 per cent. in 
Scotland) it is perhaps more salutary than 
severe. It is a pity that some such device 
has not been invented to control government 
spending and borrowing which, it seems to 
me, are root causes of many of our economic 
difficulties. 


Banks Marking Time 


On the purely Banking front, 1960 has 
been a year of marking time—rarely a 
healthy phase in any commercial enterprise 
unless there is need for consolidation. As 
I see it, the British banks are firmly placed 
in the private enterprise section of our 
economy. While we are fully aware of our 
responsibilities, not only to our share- 
holders and customers but also as national 
institutions, we cannot expand and improve 
our services and keep pace with tech- 
nological progress if we are constantly 
subjected to varying blasts of official hot 
and cold air. On the one hand, these can 
make life almost too easy for us; alterna- 
tively, an atmosphere of frustration may be 
created which restricts energy and initiative. 
Moreover, for the first time since the war the 
British banks have reached the position 
where they cannot prudently increase 
advances materially in proportion to custo- 
mers’ deposits; indeed, the stage is 
approaching where the authorities need 
not ask the banks ‘to do something which 
in any event they would have to do 
themselves. 

As far as the Scottish economy is con- 
cerned, experience has been patchy. Some 
of our basic industries such as shipbuilding 
and marine engineering have had another 
difficult year and the prospects for 1961 are 


still not favourable, with uncomfortably 
short order books and fierce international 
competition. On the other hand, good 
reports come from the textile trade and 
from light engineering, while the world 
demand for Scotch whisky shows no sign 
of slackening. | Undoubtedly the most 
encouraging news for the future has been of 
decisions by two of the leading motor 
manufacturers to establish plants in Scot- 
land. ‘The direct and indirect effects of 
these decisions could have a _ material 
influence on the balance of the Scottish 
economy. 


A Full Year with Improved Profits 


As to our own Institution, we have now 
passed the first anniversary of the merger, 
and the unity of purpose to which I referred 
last year is a solidly established fact in 
allranks. We are gradually taking advantage 
of opportunities to combine neighbouring 
offices in country towns and to eliminate 
other duplications—all without serious dis- 
turbance or any loss of status on the part of 
our officers and staff. 

As regards banking activity, there has 
been increasing volume and velocity in 
day-to-day transactions, but unfortunately 
without any overall expansion of our 
deposits. We did, however, in the early 
part of our financial year, reach a new peak 
in our advances and, while these have 
since declined slightly, we have had a full 
year of improved banking profits. 

Our hire purchase interests continue to 
be represented through our fifty per cent. 
holding in Lloyds and Scottish Finance 
Ltd. During the year we have subscribed 
a further {£2 million to take up additional 
shares in Lloyds and Scottish, which now 
has a total paid up capital of £15 million. 
You will shortly receive the printed accounts 
of. that Company and in my statement as 
Chairman I give a detailed report on the 
year’s operations and outcome. In brief 
there was a marked expansion of hire 
purchase business and the group assets rose 
from some £70 million at 30th September, 
1959, to almost £100 million a year later. 
The profit of the group did not, however, 
expand proportionately for three main 
reasons: (1) more intensive competition 
associated with a lowering of rates charged 
to customers, (2) the increased cost of 
borrowed money (due to higher bank rate) 
used in financing the business, and (3) the 
need for somewhat heavier provisions 
against bad and doubtful debts. None-the- 
less the Lloyds and Scottish group earnings 
were well maintained, and this Bank 
received net dividends of approximately 
£600,000, which are included in our profit 














and loss account. I think we have good 
reason to be satisfied with our investment 
in hire purchase. 


Deposits Lower 


You will see from the accounts that our 
Deposits are shown at £226 million com- 
pared with £236 million a year ago. ‘These 
figures are not, however, strictly com- 
parable as we have recently adopted a more 
rigid accounting practice in offsetting debit 
and credit balances where two or more 
accounts are maintained by the same 
customer, and this has had the effect of 
reducing both deposits and advances by 
some millions at 29th October, 1960. 
Still, our deposits on a true comparative 
basis are lower at the end of the year. We 
are not alone in this trend and it is the one 
disappointing feature of an_ otherwise 
satisfactory year. It is quite impossible to 
analyse the causes of a slight variation in 
deposits upwards or downwards, but some 
of the factors which have restricted the 
growth of banking deposits generally over 
the past five or six years can be stated. 

The higher level of interest rates has 
made depositors more interest conscious and 
funds have tended to go out of the banking 
system into Treasury Bills, and into deposits 
with Local Authorities and hire purchase 
finance houses. ‘The tax concession on 
Trustee Savings Bank interest has en- 
couraged competition from these institu- 
tions—perhaps more so in Scotland than 
in England. With the removal of restrictions 
on lending many banking customers are, 
on average, borrowers rather than lenders 
and the day-to-day overdraft system which 
prevails in Britain does not create an 
additional deposit for every additional loan, 
as is the practice in some other countries. 
While the banks have been heavy sellers 
of British Government Investments to 
finance their growing advances, these sales 
have been well absorbed by domestic and 
foreign investors which has prevented any 
material expansion of either bank deposits 
or bank liquidity. 


A Serious Possibility 


If these factors should persist too long or 
become intensified, they could affect quite 
seriously the ability of the Joint Stock 
Banks to meet the legitimate borrowing 
requirements of trade, industry and com- 
merce. 

The increase of £3.5 million in our 
Notes in Circulation to £40.7 million is in 
part a reflection of increased business and in 
part a pointer to improvement in the 
Scottish economy. 

During the year we have effected further 








sales of British Government Investments 
and our portfolio, which appears in the 
Balance Sheet at £57? million, has a market 
value in excess of that figure. 

We have made one significant change in 
the listing of our Assets. Cheques in 
transit (i.e., house cheques on hand but not 
yet charged to customers’ accounts) which 
formerly were included under the heading 
“Balances with other Banks in Great 
Britain and Ireland and cheques in course of 
collection” are now shown as a separate 
item. For comparative purposes we have 
separated this item in the figures we show 
for the preceding year. After making 
these adjustments the liquidity ratio, i.e, 
cash and other quick assets expressed as a 
percentage of our liabilities to the public 
by way of Deposits and Notes in Circulation, 
has increased from 32.6 per cent. to 36 per 
cent. 


Dividend and Bonus 


I indicated earlier that we have had a 
full year of increased bank earnings and 
that our hire purchase dividends represent a 
satisfactory yield on our investment. More- 
over, for the major part of the year we have 
employed in the business the proceeds of the 
rights issue to shareholders. As a result, 
the profit after tax has risen from £1,194,504 
to £1,540,358. Out of these profits the 
Board has appropriated £300,000 to Con- 
tingency Account, £250,000 to the Officers’ 
Pension Fund, and £15,000 to the Widows’ 
and Orphans’ Fund. Interim dividends at 
the fixed rates less tax on the Preference 
Shares and at 73 per cent. less tax on the 
Ordinary Shares have been declared and 
paid. It is now recommended that on the 
two Preference Share issues final dividends 
be paid, making in all 10 per cent. and 
5 per cent. respectively. 

You will recall that the Directors forecast 
a total dividend on the Ordinary Shares of 
15 per cent. for the year just ended. In 
view of the increased profit now available, 
the Board recommend a final dividend of 
9 per cent. (making 164 per cent. for the 
year) less Income Tax. In addition, they 
recommend a special bonus of 14 per cent. 
less income tax to mark the 150th anni- 
versary of the founding of the Commercial 
Bank of Scotland in 1810. 


Changes in Directorate 


On the personal side our Board has 
been regrettably depleted by the tragic 
death, through accident, of Mr. Howard U. 
Cunningham and by the resignation, owing 
to ill-health, of Mr. A. Moncrieff Mitchell. 
Mr. Cunningham was one of the senior 
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directors of the Commercial Bank and _ distinguished service to the separate banks 
Mr. Mitchell had been a member of the and latterly to the combined institution, we 
Board of the National Bank since 1948. express our appreciation of their valued 

Mr. D. Mure Wood, a Vice-Chairman of contribution to our affairs and offer them our 
the Bank, who retires by rotation at this good wishes for the future. 


time, has advised us that, in view of his I am sure shareholders recognise that 
advancing years, he does not wish to seek the strength of our institution depends in 
re-election. For a similar reason, Mr. nosmall degree on the quality of its manage- 


William H. Fraser, Mr. Douglas A. Foulis ment. Our congratulations are due to the 
and Mr. Robert Y. Weir have intimated General Manager and his able team of 
their desire to retire from the Board at the officials, branch managers and staff on the 
date of the annual meeting. To these successful outcome of their efforts during 
colleagues, who have given many years of the year ended 29th October, 1960. 














THE ENGLISH, SCOTTISH & AUSTRALIAN BANK 


LIMITED. 


WITH 500 BRANCHES AND AGENCIES THROUGHOUT 
AUSTRALIA THIS BANK OFFERS A COMPLETE BANKING 
SERVICE FOR EVERY TYPE OF TRANSACTION WITH 





AUSTRALIA. 
Head Office — 55-58 Gracechurch Street, London, E.C.3. 
West End Branch — 812 Brook Street, W.lI. 





General Manager in London: J. A. CLEZY 








TURKIYE IS BANKAS!I A.S. 


HEAD OFFICE: ANKARA 


Capital Funds: T.L. 141,096,653 
Deposits: T.L. 1,741,864,470 


232 Branches in Turkey. Foreign Branches in Cyprus: Nicosia, Famagusta 
Correspondents throughout the World 


Complete local and international banking services. 


The Bank of BarodaLtd 


INVITES WOU To USE ITS SERVICES for your business 


OFFICES AT 
WITH CAPITAL 
BOMBAY - CALCUTTA - MADRAS - DELHI AUTHORISED - Rs 35000000)- 


AND AT ALL IMPORTANT TOWNS IN INDIA 
ovens seerere SUBSCRIBED - Rs 25000000/- 














LON K. 
KAMPALA, MOMBASA, NAIROBI, DAR-ES-SALAAM ne. 0 CHORE PAID UP - Rs 12500000/- 
JINJA, KISUMU, MWANZA (B. E. AFRICA) Gen. Manager’ RESERVES ~- Rs 1,60,06,625/- 








NARAYANGAN] (EAST PAKISTAN) 
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In the REPUBLIC OF HONDURAS | 


Banco Atlantida 


has been serving European banks and exporters since 1913 





TEGUCIGALPA * HONDURAS 


Branches at San Pedro Sula, La Ceiba, Puerto Cortes, Tela 
and Progreso 








Capital and Reserves L.10,019,839.93 (as of June 30th, 1960) 
Equivalent of U.S. $5,009,919.96 





Enquiries are welcome 
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Head Office: 





THE DAI-ICHI BANK.LTD. 


Head Office: TOKYO JAPAN 
New York Agency: NEW YORK 
Overseas Representative Office: CHICAGO, enim 


FEF ANON hdd | 


PANCADA, MORAES & Co. 
. 


37, Rua Augusta Teleg. Addr. 
Lisbou Pamoca 


























GILBART LECTURES, 1960 


UNDECIDED CASES IN 
BANKING 


By MAURICE MEGRAH 
Copies of the Gilbart Lectures for 1960 are available from The Banker, 


Bracken House, 10 Cannon Street, London, E.C.4, Price four shillings 
(including postage) 
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B. W. BLYDENSTEIN & CO 


ESTABLISHED 1858 


BANKERS 


PARTNERS: 


R. A. Vreede, H. H. Oerlemans 


THE TWENTSCHE BANK (LONDON), LTD., 


NETHERLANDS TRADING SOCIETY (LONDON), LTD. 





§4-55-56, THREADNEEDLE STREET, LONDON, E.C.2 


LONdon Wall 2131 (5 lines) 





DO YOU STILL WANT 


to retain discarded bits and pieces of old 


| jewellery, gold & silver? 


They could help this voluntary Hospital 
if sent to the Appeal Secretary, 
Florence Nightingale Hospital, 19 Lisson 
Grove, London, N.W.1 








Before DISPOSING OF 


VALUABLE SILVER OR JEWELLERY 
ON BEHALF OF YOUR CLIENTS 
CONSULT 


Kirkby & Bunn 


44 OLD BOND STREET, LONDON W.I 


Offers made in Confidence. 





————— 














THE 
PUNJAB NATIONAL BANK LTD 


(Estd. 1895) 


Head Office: 
PARLIAMENT STREET, NEW DELHI 


w 
Over 390 branches throughout 
INDIA 
Ww 


All types of 
FOREIGN EXCHANGE 


business transacted 


2 
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What are they 
carrying... petro 


or gasoline? 


Differences in language and custe 
however small or subtle, can be impo 
ant to people in Britain doing busine 
with America. 

Asa U.S. bank with branches in Londg 
Chase Manhattan knows the differeng 


and similarities, can do much to mk 


your dealings with the States more pleasg 
and more profitable. Chase Manhatty 


. knows, too, the differences in custon# 


and trade practices within the states. 
for its network of correspondent bank 
is the largest in America. 


In fact, almost anywhere you 4 


business, Chase Manhattan’s network: 
more than 51,000 correspondent bani 
and branches around the world can g 
up-to-the-minute information for yo 
and provide you with every type 
modern banking service — prompt 
efficiently, and on a personal, Jlocah 
basis that practically puts you on-th 
scene yourself. 

Why don’t you talk to the peal 
Chase Manhattan...in either of th 
London branches. 


THE 
CHASE MANHATTA 


BANK 


Incorporated with Limited Liability under the lant 
the State of New York 
London: 
6 Lombard Street, E.C.3 * 46 Berkeley Square, W/ 


The Chase Manhattan Executor & Trustee Corporation 
6 Lombard Street, E.C.3. 


OVERSEAS BRANCHES London * Paris ° Frankfurt/Mat 
Beirut * Tokyo * Osaka * San Juan P.R. * Santurce ’ Re 
Piedras * Bayamon * Panama ‘ Colon David * Crist 
Balboa ° a Amalie ° Christiansted ° Frederikst 
Cruz Bay ° 

The Chase Manhattan Bank (South Africa) lit 
Johannesburg and Cape Town. 

— @ Representatives : International Airport, Idlews 
N.Y. * Washington, D.C. ° Bombay ° Buenos Aires * Corts 
Give, denen of Panama * Mexico, D.F, * Rio de Jani 
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PROVIDES COMPLETE 
WORLDWIDE BANKING SERVICE 


The 


iBANK 
KOBE 


Ltd. 


147 Branches throughout Japan including Kobe, 
Qsoko, Nagoyo, Yokohama and Tokyo. 





Head Office : 
56 Naniwa-cho, Ikuta-ku, Kobe, Japan. 
London Representative Office : 
4 Angel Court, Throgmorton St., 
London, E.C. 2, England. - 


New York Representative Office : 








DISCOUNT 


42 Broadway, New York 4, N.Y., U.S.A. 
0 

ON EVERYTHING 

O PHOTOGRAPHIC 


ALL MAKES OF CAMERAS, FILMS, 
PROJECTORS, BINOCULARS, TYPE- 
WRITERS, TAPE RECORDERS, 
SHAVERS, WASHING MACHINES, 
SPIN DRYERS, REFRIGERATORS, 
RADIOS, HI-FI, PENS, BOOKS, ETC. 
Full Guarantees, All makes, Consult us on 
Cars and Scooters 


City Discount Trading Co. 


9 DRYDEN CHAMBERS, 119 OXFORD 
STREET, LONDON, W.1. ’Phone: REG. 2918-9 























They need 
more than pity 


W Children like this 

, need help. All over 

onli the country there 
we at this very 
moment thousands 

+" of children, victims 

ocruelty or neg- 

lect, who can be 











When advising on 
wills and bequests, 
don't forget the 






To help one child costs, on average, £5 


N-S-P-C-C 


Victory House, Leicester Square, London, W.C.2 






























BEFORE 


Many a man who smokes a pipe has never 
smoked Exmoor Hunt in it. And that, 
Exmoor being what it is, is a great shame. 
We think you’d enjoy Exmoor Hunt as 
you’ve never enjoyed tobacco before. We 
could be prejudiced, of course, but there 
are lots of people besides ourselves who 
feel the same way about it. 


. Exmoor Hunt is a mixture. A remarkably 


good mixture. Popular. And deservedly so. 


* Not that there’s anything new about Ex- 
moor Hunt. It is simply an extra-mellow 
mixture of fine quality tobaccos blended with 
more than ordinary skill. Try it. We think 
Exmoor would soon 
stake its claim to 
ra your very best pipe. 


BroadorMedium Cut 
3 | oz— 4/94 
ij 2ozs—9/7 


EXMOOR HUNT 


THE EXTRA-MELLOW MIXTURE 


Ex! 


















































BANCO INTERNACIONAL DEL PERU 


FOUNDED IN 1897 


20 32 BRANCHES 
AGENCIES THROUGHOUT 
IN LIMA THE COUNTRY 


CAPITAL & RESERVES 
S/.90, 143,808.60 


COMPLETE MODERN 
BANKING SERVICE 





HEAD OFFICE: LIMA - PERU 
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ANGLO-ISRAEL BANK LTD. 


\’ THE BANK ESPECIALLY OFFERS FACILITIES FOR TRANSACTIONS 
() WITH ISRAEL AND ALL OTHER COUNTRIES 


; BANKING BUSINESS OF EVERY DESCRIPTION 

X 

‘) BOW BELLS HOUSE, 11 BREAD STREET, LONDON, E.C.4. 
\ Telephone: CITy 7712 Telex: 25492 


() Affiliated to 

\ BANK LEUMI LE-ISRAEL B.M. 

3 THE OLDEST AND LARGEST BANK IN ISRAEL 

\} with over one hundred branches throughout the country 
( Head Office: TEL AVIV 


its Trust Company is prepared to undertake the safeguarding of the interests of 
foreign investors 
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Folks Bowk Donat 


Is A COMPLETE LIBRARY ON 
BANKS, BROKERS, LIFH INSURANCE COMPANIES 


and other financial services. 
Order your DIRECTORY today. You may need it tomorrow. 


Five-Year Contract: $25.00 a copy Single Issue: $37.50 a copy 


a a & CO. 


Nashville 3, Tennessee 
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The Banker 


is obtainable from booksellers or newsagents, or from 
The Circulation Manager, Bracken House, 10 Cannon Street, © 
London, E.C.4, for 42/- per year, including postage. ” 
Trial subscription 21/- for six months, including postage, 
Special rate for students 24/- per year, including postage. — 


For the convenience of overseas readers 
subscriptions can be paid in local currency to 
any of the following addresses: 


U.S.A. British Publications Inc., 30 East 60th Street, New York 22. 

Canada. Wm. Dawson & Sons Ltd., 587 Mount Pleasant Road, Toronto 12. 
France. THE BANKER, 36 rue du Sentier, Paris 2 (e). 

Germany. THE BANKER, Drachenfels-strasse 1, Bonn. 

Belgium. W. H. Smith & Son Ltd., 71/75 Boulevard Adolphe Max, Brussels. 
Switzerland. Azed A. G., Dornacher-strasse 62, Basle. 

Italy. Messaggerie Italiane S.p.A., 52 Via P. Lomazzo, Milan. 

Greece. International Book and News Agency, 17 Amerikis Str., Athens. 
Brazil. R. B. Turnbull Ltda., Rua Aurora, 960—salas 2 e 3, Sao Paulo. 


Or from Newsagents in all countries. | 
If any difficulty is experienced please notify The Circulation Manager, Bracken House, © 
10 Cannon Street, London, E.C.4 4 
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To: The Circulation Manager, 
The Banker, Bracken House, 10 Cannon Street, London, E.C.4 





I/We enclose herewith remittance for £ ; . for which please 
forward, by post, a copy of The Banker each month for a period of one year” 


commencing with the current issue. 





me 
SUBSCRIPTION RATES (Block letters) 
12 months £2:2:0 Address 
U.S.A. and Canada $6.00 


(including postage) 
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To: The Circulation Manager, 
The Banker, Bracken House, 10 Cannon Street, London, E.C.4 
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